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ONIONS 


WEDNESDAY, MAY 1, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON DomeEstic MARKETING 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 


The subcommittee met at 10:10 a. m., pursuant to notice, in room 
1310, New House Office Building, Hon. George M. Grant (chairman 
of the sube ommittee) presiding. 

Present: Representatives Grant, Anfuso, Johnson, Knutson, An- 
dresen, McIntire, Teague, and Belcher. 

Also present: John Heimburger, staff counsel, and Betty Prezioso, 
committee staff. 

Mr. Grant. The committee will come to order. 

The subcommittee is meeting this morning for the purpose of hear- 
ing witnesses on the re ing bills: H. R. 376, by Mrs. Pfost; H. R. 
1933, by Mr. Ford; H. R. 1935, by Mr. Griffin; H. R. 3418, by Mr. Ull- 
man ;H. R. 5236, by Mr. ¢ pt and H. R. 57: 2, by Mr. Cole. 

(H. R. 376, and epariznent report, H. R. 1933, H. R. 1935, H. R. 
3418, H. R. 5326, and H. R. 5732 are as follows:) 


[H. R. 376, 85th Cong., 1st sess. ] 


A BILL To amend the Commodty Exchange Act to prohibit trading in onion futures in 
commodity exchanges 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congretss assembled, That the Commodity Exchange Act 
is amended by inserting after section 4i the following new section : 

“Sec. 4j. No contract for the sale of onions for future delivery on or subject 
to the rules of any board of trade in the United States shall be made by or 
through a member of a board of trade which has been designated under section 
4 asa contract market.” 

Sec. 2. This Act shall take effect on the first day of the first month which 
begins more than thirty days after the date of its enactment. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., March 13, 1957. 
Hon. Haroup D. CooLtry 
Chairman, Committee on Agriculture, 
House of Representatives 

DEAR CONGRESSMAN CooLey: This is with reference to your request for a re- 
port on H. R. 376. 

This bill proposes to amend the Commodity Exchange Act so as to prohibit 
futures trading in onions on commodity exchanges designated as contract mar- 
kets under the Commodity Exchange Act. The act, as amended effective Sep- 
tember 24, 1955, now prohibits onion futures trading except on contract markets. 
If amended as proposed by H. R. 376, the statute would carry both prohibitions. 

Effective with onion futures contracts maturing subsequent to March 1956, 
contract market regulations designed to improve storage and delivery practices 
have been adopted. Limits on speculative transactions and commitments in 
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onion futures have been established by the Commodity Exchange Commission 
and have been in effect since September 1, 1956. And the facilities of the 
onion futures market are being used to a limited extent by growers and shippers 
of onions as a means of hedging price risks. By reason of perishability, limited 
storability, and inelastic demand, onions have a record of extreme price variabil- 
ity which long antedates the advent of futures trading in onions. The prohi- 
bition of futures trading in onions could not be expected to eliminate erratic 
price movements traditional in the marketing of this commodity. Should H. R. 
376 receive the approval of the Congress, however, we are of the opinion that 
its enactment would not significantly affect the marketing or distribution of 
onions. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Sincerely yours, 
E. T. BENSON, Secretary. 


[H. R. 1933, 85th Cong., 1st sess. ] 


A BILL To amend the Commodity Exchange Act to prohibit trading in onion futures in 
commodity exchanges 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Commodity Exchange Act is 
amended by inserting after section 4i the following new section: 

“Sec. 4j. No contract for the sale of onions for future delivery on or subject 
to the rules of any board of trade in the United States shall be made by or 
through a member of a board of trade which has been designated under section 
4 as a contract market.” 

Sec. 2. This Act shall take effect on the first day of the first month which 
begins more than thirty days after the date of its enactment. 





[H. R. 1935, 85th Cong., Ist sess. ] 


A BILL To amend the Commodity Exchange Act to prohibit trading in onion futures in 
commodity exchanges 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Commodity Exchange Act is 
amended by inserting after section 4i the following new section: 

“Sec. 4j. No contract for the sale of onions for future delivery on or subject to 
the rules of any board of trade in the United States shall be made by or through 
a member of a board of trade which has been designated under section 4 as a 
contract market.” 

Sec. 2. This Act shall take effect on the first day of the first month which 
begins more than thirty days after the date of its enactment. 


{H. R. 3418, 85th Cong., 1st. sess.] 


A BILL To amend the Commodity Exchange Act to prohibit trading in onion futures in 
commodity exchanges 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Commodity Exchange Act is 
amended by inserting after section 4i the following new section: 

“Sec. 4j. No contract for the sale of onions for future dlivery on or subject 
to the rules of any board of trade in the United States shall be made by or 
through a member of a board of trade which has been designated under section 
4 asa contract market.” 

Sec. 2. This Act shall take effect on the first day of the first month which 
begins more than thirty days after the date of its enactment. 
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[H. R. 52386, 85th Cong., 1st sess. ] 
A BILL To amend the Commodity Exchange Act to prohibit trading in onion futures in 
commodity exchanges 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Commodity HExchange Act is 
amended by inserting after section 4i the following new section: 

“Sec. 4j. No contract for the sale of onions for future delivery on or subject 
to the rules of any board of trade in the United States shall be made by or 
through a member of a board of trade which has been designated under section 
4 as a contract market.” 

Sec. 2. This Act shall take effect on the first day of the first month which 
begins more than thirty days after the date of its enactment. 


[H. R. 5732, 85th Cong., 1st sess.] 
A BILL To amend the Commodity Exchange Act to prohibit trading in onion futures in 


commodity exchanges 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Commodity Exchange Act 
is amended by inserting after section 4i the following new section: 

“Sec. 4j. No contract for the sale of onions for future delivery on or sub- 
ject to the rules of any board of trade in the United States shall be made by 
or through a member of a board of trade which has been designated under 
section 4 as a contract market.” 

Sec. 2. This Act shall take effect on the first day of the first month which 
begins more than thirty days after the date of its enactment. 

Mr. Grant. I believe that Mr. Rodger Kauffman, Administrator, 
Commodity Exchange Authority, is the first witness. 

If you will kindly come up around, Mr. Kauffman. Do you have 
anyone with you 4 

Mr. Kaurrman. Mr. Chairman, I am accompanied this morning 
by Mr. Douglas B. Bagnell, Deputy Administrator of the ¢ ‘ommod- 
ity Exchange Authority, and Mr. Ronald C. Callander, Director of 
the Trading and Reports Division of the ( nein Exchange Au- 
—— whom I would like to have sit with me so that they may be 

sadily available, and I may ask the privilege of—in fact, I expect 
ein ferring questions on specific market episodes and price move- 
ments to one or both of these gentlemen, if I may. 


STATEMENT OF RODGER R. KAUFFMAN, ADMINISTRATOR, COM- 
MODITY EXCHANGE AUTHORITY; ACCOMPANIED BY DOUGLAS B. 
BAGNELL, DEPUTY ADMINISTRATOR, COMMODITY EXCHANGE 
AUTHORITY; AND RONALD C. CALLANDER, DIRECTOR, TRADING 
AND REPORTS DIVISION, COMMODITY EXCHANGE AUTHORITY 


Mr. Kavurrman. Mr. Chairman and members of the committee, my 
associates and I sincerely appreciate this opportunity to appear before 
you to discuss futures trading in onions, which was placed within 
the purview of the Commodity Exchange Act in Se ptember 1955. 

Since that time such trading has been under the continuing ob- 
servation of the Commodity Exchange Authority and has been the 
subject of 5 complete m: irket surveys and 2 \ comprare reports— 
the most recent covering the onion futures market of January, Feb- 
ruary, and March of this year. 

There is evidence that price movements of onions, at times, have 
been both more rapid and of greater extent because of activity in 
the futures market. 
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The most recent example was witnessed between the middle of 
January and the latter part of March of this year. During this 
period March onions in Chicago reached $2.20 per 50-pound sack 
on February 4, and 3 weeks later, on February 25, sold at $0.87. 
This represents a decline of 60 percent in less than a month. 

Our investigation of the trading during the period of this sharp 
price movement showed that there was heavy activity in the futures 
market, with several hundred people getting in and out of speculative 
positions. We found no evidence, however, of any concerted or 
planned action which would justify a conclusion of price manipulation. 

This sort of price movement in onions has occurred on many oc- 
casions prior to this most recent episode. A year earlier, in March 
1956, the March future on the Chicago Mercantile Exchange ranged 
from 84 cents on March 1 to a low of 10 cents on March 15. In 1950 
the March future ranged from $1.28 to 44 cents during the month of 
March. In 1951 the range was 77 cents to $2.07. 

Price movements of this sort cannot be attributed to suply and de- 
mand, and force the conclusion that speculation, and in some instances 
manipulation, has been a dominant factor. 

Some of the instances of wide price swings which we have observed 
were apparently the result of manipulation. The one instance which 
has occurred since September 1955, when futures trading in onions 
became subject to regulation, resulted in the issuance of a complaint 
charging two individuals and a corporation with manipulation of the 
market during the period from November 1955 through March 1956. 

The most recent speculative wave of activity followed a period of a 
number of months when the futures market were relatively stable. 
During the period prior to January 15, 1957, well-informed persons in 
the industry expressed the opinion that the 1956 onion crop was mov- 
ing to market in a satisfactory manner. The volume of futures trad- 
ing was moderate and considerably smaller than it had been a year 
earlier. As the end of the marketing season approached, the open 
contracts on the Chicago Mercantile Exchange were showing a normal 
seasonal pattern of decline. 

On January 18, the Department of Agriculture report was released 
showing stocks as of January 1. This report indicated that an un- 
usualy large portion—in fact, about 80 percent—of the 1956 late crop 
had been marketed. The trade apparently considered the report 
favorable to higher prices for the remainder of the marketing season. 

Futures trading immediately began to increase and for the last half 
of January was more than double the volume for the first half. The 
price of the March future advanced from $1.15 on January 18, to $1.73 
on January 31. On the next day, February 1, the sharpest price ad- 
vance of the season occurred, with a range of 39 cents per sack for the 
day, and a closing price of $2.04 to $2.07. 

The Department of Agriculture issues only one stock report a year 
on onions, and that is as of January 1. The National Onion Associa- 
tion, which has a membership of onion growers, shippers, and dealers, 
issues monthly reports during the principal part of the marketing sea- 
son. These reports are released on or about the first of the month. 

On February 1 there was considerable talk around the trading floor 
of the Chicago Mercantile Exchange predicting that the association 
report which was to be issued showing stocks as of that date, February 
1, was likely to be bullish. Our information is that this report was 
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day, and reached members of the association on Saturday, February 2, 
and Monday, February 4. 

The report indicated that on January 1 there were 9,172,000 50- 
pound sacks of onions on hand, while at the end of the month the 
report showed 4,826,000 sacks, indicating that 4,346,000 sacks, or 
nearly half of the January 1 stocks, had disappeared. 

The next highest disappearance reported by the association for the 
month of January, for the 6 years beginning 1952 through 1957, was 
3,651,000 sacks in January 1955. This increase in disappearance 
during the month of January, as compared to previous years, appar- 
ently was construed as a bullish price factor. 

When trading resumed on the next trading day, February 4, the 
price of the March future opened at the high for the season, $2.20 a 
sack. ‘There seems to be no doubt that speculative activity in futures 
was an important factor in this price advance. And it is characteris- 
tic of futures markets that sharp movements of this type often are 
followed by a period of reaction. 

This year, in the case of onions, the reaction began on February 4, 
with the March future closing at $1.95-$1.96 after touching the high 
of $2.20 on the same day. On February 7, the March future ranged 
between a high of $1.81 and a low of $1.46. The decline continued 
with very active trading until the low for the season was reached on 
March 6 at 85 cents. The market then entered a period of recovery 
and the March ‘future closed on March 22, the last day of trading, at 
$1.58 to $1.60. E 

Prices of primary concern to the grower are cash prices. And while 
the price trend in cash onions followed that in futures, in general 
futures prices moved earlier and further than cash prices, which never 
reached as high or as low a general level as futures. 

It appears that within the marketing season prices received by 
farmers have ranged both upward and downward further than they 
would have in the absence of futures trading. The history of the 
market supports the view that short-term gyrations are frequently 
saused, or at least accentuated, by activity in the futures market. 

As for the overall price trend throughout a marketing season, how- 
ever, it is difficult to support a conclusion that average prices received 
by farmers over the years have been materially affected by the futures 
market. 

And I should like to say at this point, Mr. Chairman, that at the 
request of the counsel of this committee, the Agricultural Marketing 
Service has just completed a special study, and they have made this 
finding, that the principal economic forces that affect prices received 
by farmers for late crop onions are the per capita production of onions 
and disposable income of consumers. 

An important question is whether futures trading in onions has 
been of value in the distribution of the commodity. The principal 
functions of the futures markets. in the commodities in which the 
futures system is mostly highly developed include the hedging of the 
product by those who produce and handle it, the providing of a point 
at which all supply and demand factors can be focused to establish 
prices, and the dissemination of these prices for the information of 
producers and al] others concerned with the marketing of the 
commodity. 7 


completed after the close of trading on February 1, which was a Fri- 
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Looking at the question of hedging, we find that the proportion of 
futures tr rading in onions reported as being for hedging purposes 
is generally in line with that for the other commodities such as the 
grains and cotton. When we take a closer look, however, at the onion 
market, the character of the hedging actvity is found to differ in 
rather important respects from that found in the most storable com- 
modities such as wheat, corn, and cotton. There is a tendency on the 
part of onion hedgers to hedge only partially and to place and remove 
their hedges sporadically, with changing appraisals of current market 
conditions. 

Most of the accounts reported as hedging are those of persons who 
produce some onions themselves but also engage in accumulating and 
shipping onions purchased from other producers. It was found that 
at least a portion of the short positions reported as hedging consisted 
of futures sales against anticipated production for the following crop 
year. 

Grower-shippers sold futures maturing in February or March of 
1957 against onions which they expected to produce, or acquire from 
others, from the 1957 crop. With the very erratic price movements 
in onions, little, if any, actual price protection is achieved from such 
a hedge. 

Under the definition of hedging in the Commodity Exchange Act a 
person may classify as a hedge futures sales : against antic ipated pro- 
duction for the next 12 months. It appears that in onions this has 
provided an opportunity, and an incentive, to profit from a decline 
in the currently maturing futures from operations which are actually 
more speculative than hedging. 

The average producer of onions does little, if any, direct hedging 
in the futures markets. This is generally true with respect to all of 
the commodities in which there is futures trading. In onions, most 
hedging is done by grower-shippers. Some producers may benefit 
from this in that the grower-shipper may be enabled to contract with 
the producer for his crop before it has been harvested and in turn 
pass the risk on to the futures market. 

Our observation of the extent and character of the onion futures 
trading which has been classified as hedging, however, leads us to 
the conclusion that it has not been of particular significanc e or benefit 
to the average producer 

The highly specul: ative nature of the onion futures market probably 
arises primarily from the wide price movements characteristic of this 
commodity. Wide and rapid price swings attract speculation which 
at times further widens these swings, thus attracting more speculation. 
This snowballing effect continues until the individual speculators 
have either lost their money or made enough to satisfy them for the 
time being, and this partic ‘ular snowball falls to pieces. 

The frequency of wide price movements attracts a type of specu- 
lator who 1s looking for quick action and who is likely to get into and 
out of the market in a relatively short period of time. This situation 
was well illustrated early this vear. 

On January 31 there were 708 traders with positions in the onion 
futures market. Between January 31 and February 15, 2 weeks later, 
352 of those 708 traders had dropped out, but 320 new traders had 
come in, so that the total number in the market on February 15 was 
676, reflecting almost a 50 percent turnover. 
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Actually, the number of traders getting in and out of the market 
in those 2 weeks was no doubt greater than indicated by our figures, 
as there were certainly some who came in after January 31 and left 
the market before February 15 and, therefore, are not included in 
the figure for either date. Most of the turnover was in the specula- 
tive accounts. 

This illustrates one of the basic differences between futures trad- 
ing in a seasonally exhausted commodity as compared with the less 
perishable commodities. Many traders in wheat, corn, cotton, and 
other commodities remain in the market with unchanged positions for 
considerable periods of time. Some of them time their trading so as 
the receive the benefit of the capital net gains tax provision, which 
necessitates holding a position for a minimum of 6 months. 

Obviously, speculation of this type is more likely to be based upon 
appraisal of long-term conditions of supply and demand, while specu- 
lation which involves getting in and out of the market within a period 
of a few days necessitates guessing on much more immediate and so- 
‘alled technical conditions. 

As the result of our investigations, Mr. Chairman, we have drawn 
tht following conclusions : 

1. Onion futures trading has accentuated short-term price move- 
ments in cash onions. 

The erratic price pattern in cash onions before futures trading 
suggests that futures trading has not been the dominant factor in the 
wide variations in yearly average prices. 

3. Substantial evidence has not been found to support a finding that 
the average crop-year prices received by farmers have been materially 
affected by futures trading. 

4. Hedging operations in onion futures have not played an impor- 
tant part in the distribution of onions. 

And I should like to add, Mr. Chairman, that the Department of 
Agriculture is well aware of the position of a great many growers 
concerning the desirability of the discontinuance of futures trading 
in onions. The Department is likewise well aware of the arguments 
on the other side of the question. 

The Department of Agriculture would not object if Congress saw 
fit to discontinue futures trading in onions. On the other hand, 
should futures trading be continued, the Department will, of course, 
continue its regulatory activities. 

That concludes my prepared statement, Mr. Chairman. 

Mr. Chairman, my associates and I would be glad to answer any 
questions that the committee may have, at this point, or go on to more 
specific episodes during the period that futures trading in onions has 
been under the Commodity Exchange Act, whichever you prefer at 
this time. 

Mr. Granr. Thank you very much for your statement, Mr. Kauff- 
man. 

Mr. Johnson has a question, I believe. 

Mr. Jonson. Yes. 

Turning to page 4 of your statement, of course, those sales were for 
March delivery, but I am wondering what the cash price of onions was 
on February 4. You report that on February 4 the March future was 
$2.20. What were cash onions selling for in the Chicago market ? 
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Mr. Kaurrman. I am going to refer that question to Mr. Callander, 
Mr. Johnson. 

Mr. Jounson. That is perfectly all right. 

Mr. Catianper. I believe you have a copy of this bulletin, Specula- 
tion in Onion Futures? 

Mr. Jounson. Yes. 

Mr. Catianper. On page 27 there is a table showing futures prices 
and cash prices in Chicago and in west Michigan shipping points. 

On February 4, the March future sold at $1: 96. ‘There was no price 
for carlots at Chic: igo quoted. At west Michigan shipping points, 
the f. o. b. price there was $1.98. 

Mr. Jonnson. That was the cash price in Michigan ? 

Mr. Catianper. That is right, sir. 

Mr. Jonnson. And going “down here a little further, it says on 
February 4 the future market closed at $1.95-$1.96. I was just won- 
dering what the variation was between the future market and the cash 
market. I can probably find that out myself. 

Mr. Cauianper. Well, sir, between February 1 and 4, the cash price 
increased, whereas the future price decreased. 

Mr. Jonson. How about that low point there in March 6, where 
futures were 85 cents; how did that affect the cash market ? 

Mr. Cauianper. At that time, on March 6, 86 cents, as you said, 
was the closing price for March. At that time the price at west 
Michigan points was $1.08. It was somewhat higher than the futures 
price. 

Mr. Jounson. What was the price you said, in Michigan? 

Mr. CaLuANpDER. $1.08 on March 6. 

Mr. Jonnson. And the futures price was? 

Mr. Catuanper. Was 86 cents. 

Mr. Jonnson. That is all. 

Mr. Kaurrman. Mr. Chairman, we have here a table showing the 
closing price of the 1957 February and March futures on the Chicago 
Mercantile Exchange, and the cash price of Yellow Globe onions, 
U.S. No. 1, at Chicago, and f. 0. b. west Michigan points, daily, Janu- 
ary 2 to March 22,1957. I will be glad to turn the tabulation over to 
the reporter, and if the committee sees fit, it might wish to have it 
inserted in the record at this point. 

Mr. Hermpurcer. Mr. Kauffman, is that in the mimeographed data, 
entitled “Speculation in Onion Futures—January—March” ? 

Mr. Kaurrman. On pages 27 and 28 of that report. 

Mr. Hermpurcer. I believe it was the chairman’s intention to have 
this whole statement placed in the record, so if you will simply refer 
to it by page, it will appear in the record properly. 

Mr. Grant. Mr. Andresen ? 

Mr. AnpreseNn. I would like to ask a few questions, Mr. Kauffman. 

Now, onions went into the futures trading supervision in September 
of 1955? 

Mr. Kaurrman. That is correct. 

Mr. AnpresENn. Well, as I recollect, one thing that prompted this 
committee to report legislation that would place onions under future 
credit supervision was the many complaints that had come in here 
for several years prior to 1955, and a good many producers felt that 
if there were some supervision in the futures trading of onions they 
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would correct some of those ups and downs that you have mentioned 
in your statement. 

If my recollection serves me correctly, back in 1947 there was a 
speculative movement in onions that I believe brought the onion 
price, per bag, up to $7 or $8 a bag. 

Mr. Kavurrman. I recall the March 1950 future, Mr. Andresen, 
attained a high of approximately $5.05 bid, and it declined to a low 
of approximately 44 cents a bag. I recall that range. I do not recall 
the 1947. 

Futures trading became of importance from the standpoint of vol- 
ume about 1947-48. I do recall the 1950 extreme range. 

Mr. ANDRESEN. I was up in the Mercantile Exchange, in 1947 and 
1948, to make a sort of a superficial investigation on some of the com- 
plaints, and it was my conclusion at that time that there were 3 or 4 
speculators in the market, manipulating the market. 

I also found—at least, I thought I found—that in years following 
we found the same few speculators in there manipulating the market, 
so I supported legislation to place onions under supervision in futures 
trading. 

Now, we are still receiving the same complaints, there are the same 
practices engaged in, and apparently the price movement is just as 
speedy as it was before, and I am beginning to wonder why the neces- 
sity for a Commodity Exchange Authority to regulate or oversee 
speculation in futures trading. 

Why hasn’t something been done for the onion situation ? 

Mr. Kaurrman. When the Department reported on that bill that 
you refer to, placing onions within the purview of the Commodity 
Exchange Act, the Department specifically pointed out that, in view 
of the perishable nature of the commodity and its susceptibility to 
wide price fluctuations, both before and since the advent of futures 
trading 1 in onions, regulation of such trading under the Commodity 
Credit Exchange Act could not reasonably be expected to prevent the 
wide seasonal price swings traditional in the marketing of onions. 

The Department’s report continued : 

Enactment of the bill would, however, enable the Department to 
obtain the facts as to what takes place in the onion futures market 
and to deny trading privileges thereon to any person found, after notice 
and opportunity for hearing, to have engaged in m: nipulative trading 
or other unlawful trade “practices. “Also information developed 
through investigations and reports required under authority of the 
Commodity Exchange Act could provide a factual basis for deter- 
mining whether futures trading on onions serves the public interest 
or whether the C ongress should consider legislation looking to the 
drastic curtailment or prohibition of such trading. 

And I may add, Mr. Andresen, there is one instance of price manip- 
ulation since September 1955, which we have found, and ee 
which we have evidence which we feel will stand up in court, and 
that, of course, is essential, and that involves the manipulation which 
took place during the period from November 1955 to March 1956. 
That manipulation is the subject of proceedings under the statute, and 
the proceedings are now progressing. 

These cases, of course, involve a tremendous amount of time—you 
are all familiar with the laws’ delay—and some respondents in some 
cases, of course, change counsel and counsel has to familiarize himself 
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with the case, and the hearing examiner’s schedule is crowded. So 
these cases do require a lot of time. 

I should like to say, however, that.a commodity such as onions, 
which is susceptible to such fast and wide price movements by its 
very nature, attracts a type of speculation and a type of speculator 
who is out for a fast buck, who likes to get in the market and get out 
again within a few days, and it isn’t so much a matter of manipul: \- 
tion as it is a matter of a commodity which is susceptible to wide price 
swings attracting specul: ation by its ver y nature. 

It has had a long history, of course, of extreme price variability. 

Mr. Anpresen. Does the same thing apply to potatoes, which are 
more highly perishable than onions ? 

Mr. Kaurrman. In the case of potatoes we have had no compliants 
for some time. We have not had the headaches, I may say, from an 
administrative standpoint with potatoes that we have had with onions, 
and we feel that there is a little more substantial type of hedging in 
potatoes than there is in onions. 

There is some hedging on the buying side in potatoes by processors, 
and we do not have quite the same problems; we have not found the 
same problems in potatoes that have shown up with respect to onions. 

Mr. AnpresEN. Well, one difficulty with the supervision is that your 
supervision really does not come to a head until after it is an accom- 
plished fact ? 

Mr. Kaurrman. That is true. 

Mr. Anpresen. And, consequently, all the damage, as far as the 
grower is concerned, is a matter of history. 

Now, if my memory serves me correctly, back in 1947 and 1948 
there were a few individuals who got together and sold to each other, 
either sold short or long—at least they were in the market all the 
time—and I was convinced at that time that they rigged the market. 
Well, after what you have told us, and refreshing my memory a little, 
supervision does not do much good as far as onions are concerned. 

Mr. Kavrrman. It cannot prevent speculation. Speculation, as 
you, of course, well know, is essential to the operation of a futures 
market. A commodity futures market without speculation would be 
a thing of death; it would not amount to anything. It would serve 
no economic utility. So there must be speculation, of course. 

Mr. Anpresen. I recognize that you must have speculators in the 
market in order to make a futures market. But when a few large 
operators, who are very familiar with the business, all that the short 
side and promptly put out statements of their own in order to unload, 
or make some money, why, there is where our trouble comes in. 

Now, do you have any licensed futures traders who have formed 1 
company, and 5 or 6 subsidiary companies, and they deal among them- 
selves ? 

Mr. Kaurrman. I do not have any of that type in mind, Mr. 
Andresen. 

Mr. AnprESEN. Do you have any cases now pending against any 
of these operators on the futures market that now have licenses? 

Mr. Kaurrman. I am going to refer that question to Mr. Bagnell, 
if I may. He is intimately familiar with the pending case which is 
the subject of the complaint under the statute. 

Mr. Baenewi. We filed a complaint on the case which Mr. Kauffman 
referred to, which is the only instance of manipulation, what we 
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thought proves manipulation, that has occurred since September 
1955, which is the first date that we had any authority to do any- 
thing. 

Now, I might go back just a bit, Mr. Andresen, in view of your 
previous comment, and state that, while we had no authority over 
the commodity prior to September 1955, we have looked back on a 
number of the episodes that we heard of that occurred prior to that 
time, and it is our conclusion that there were a number of flagrant 
manipulation cases. Some of these were notorious; they were “pub- 
lished in the newspapers with the names of people involved. We do 
not think there is any question but what that has taken place re- 
peatedly in the onion market. 

As regards the case on which we now have action, that complaint 
was filed on the 18th of June 1956, which names two individuals and 
a corporation. It is public record. The names of the individuals 
are Vincent W. Kosuga, of Pine Island, N. Y., and Sam 8. Siegel, of 
Franklin Park, Ill., and the corporation called National Produce 
Distributors, Inc. 

Mr. ANDRESEN. are are three affiliated organizations ? 

Mr. Baeneti. Well, we allege that in this operation, at least, they 
acted together, and aan ‘aa were involved. 

The National Distributors is owned substantially by Sam 8S. Siegel 
who is one of the respondents, and the complaint alleges that he and 
the other individual respondent, Kosuga, operated together in con- 
nection with this deal. 

Now, as Mr. Kauffman has. indicated, obviously the only respect in 
which this prevents manipulation is to act as a deterrent in connection 
with others who may wish to do the same thing. We think that in 
connection with the other commodities which have been under the 
act for some period of time, that even the delayed action which we 
necessarily are faced with under legal procedure, that even that does 
tend to prevent the prospective manipulator from taking the calculated 
risk. 

We do not know of any way, without giving us extremely drastic 
authority, which I think would be questionable, to stop something 
before it happens, or immediately at its inception. 

Mr. AnpresEN. I recognize that, Mr. Bagnell, because if a man 
commits a murder you have to find out whether or not he has com- 
mitted it when the murder has already been committed. 

But what our committee had in mind back when they reported the 
bill to place onions under the futures trading authority, was to sort of 
establish a policeman that would put a little fear into some of these 
manipulators so that they would not continue their former practices. 

Mr. Bacnety. Well, that is exactly what we construe our function 
to be. 

As Mr. Kauffman pointed out, however, in the case of onions we 
have quite a few figures in some of the material that has been handed 
to you gentlemen, in which we show the price movement of onions 
from 1929 on down to the present time. 

There was no futures trading in onions of any consequence up 
until 1948. In other words, it is now about completing its eighth 
year of significance. 
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We find that for 1929 down through 1948, before there was any 
futures trading, that price movement of onions themselves was ex- 
tremely erratic. 

So that we were careful to point out on the bills to bring onions 
under that, that it could not be expected that that was going to level 
a the situation that was existing, even before there was any futures 

trading, just as we pointed out in ‘connection with this legislation that 
the question of futures trading, whether it continues or not, cannot, 
we think, change this pattern ‘of price variability that has just been 
characteristic of onions. 

Mr. Anpresen. Well, there is a demand for onions all of the time, 
and, of course, I cannot quite agree with your economists that the 
amount of money a person has available in income determines whether 
or not they buy onions. 

Mr. Bacnett. Well, sir, CEA did not go into that particular aspect 
somuch. But we did look pretty carefully at the relationship between 
production and onion prices, and we found a remarkable degree of 
relationship there. 

If you would like to go into that in a little bit more detail, Mr. 
Andresen, and Mr. Chairman, Mr. Callander has some specific figures, 
both from CEA and the Agricultural Marketing Service, that relate 
to the relationship between production and price. Would you care 
to have a little more of that at this moment ? 

Mr. Anpresen. I think that would be interesting, but from what 
has already been said here, it has been my conclusion that the same 
fluctuation took place after onions were put under futures trading as 
what took place prior to that time. 

Mr. Baeneti. There has been that one case of manipulation since 
September 1955, in our opinion. That is being prosecuted. 

Mr. Anpresen. Well, do your men keep close check of the futures 
trading market, whether they bring prosecutions or not? 

Mr. BAGNELL. Extremely ; particularly i in the case of a commodity 
that has been as controversial and in which there have been as erratic 
price movements as in onions. We have kept the market under ex- 
tremely close surveillance since September 1955. 

I might mention, as you know, sir, there was an investigation of 
futures trading in perishables last year by a committee also headed 
by Mr. Grant, and they issued a report on September 24, 1956, and the 
first recommendation in the report was: 

That the merchant exchanges and others primarily interested in the futures 
trading of these commodities— 


We are speaking mainly of potatoes and onions— 


move speedily and as effectively as is within their power to make such improve- 
ments in the operation of the futures markets as will demonstrate that futures 
trading in these commodities can be carried on without harm or detriment to 
the producers and handlers thereof. 

Now, not only responsive to that recommendation but simply on our 
own, we have observed the onion market constantly since September 
1955. Our conclusion, as I say, has been that there was a case of 
manipulation which we are prosecuting, and that the price movements 
of this most recent episode, which are on the chart over there, were the 

result of a sort of speculative splurge which resulted in the usual 


reaction. 
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We think that peak where the words “March future” appear would 
never have been that high, and we think that the low w aaa not have 
been as low, without futures trading. We do think that futures trad- 
ing has accentuated those quick price movements. 

But looking back again to the history of what farmers get on an 
average for the year—now, no average is doing any one farmer any 
good; if he gets a low, he is stuck; if he gets a high, it is good—but 
jooking on the aver age, we are not able to de velop evidence that futures 
trading has made the market t any less stable than it was before, or has 
resulted in a lower aver age price to the farmer. 

Mr. AnprEsEN. Let me ask you, Mr. Bagnell: Is there any daily 
limit in the fluctuation of the market, futures market, on onions? 

Mr. Baenetu. There is; and | will be glad to comment on that. 

Those limits are not fixed by the Commodity Exchange Authority— 
we have no statutory authority to do it—they are fixed by the ex- 
changes. The exchange had for a daily limit 50 cents for a 50- ‘pound 
sack of onions. A few weeks ago they reduced that limit to 35 cents 
for a 50-pound sack. I think that the limit is still, in my opinion, 
far too high, too wide. 

There is a limit placed by the grain exchange on wheat, for exam- 
ple, of 10 cents per bushel, per day. Now, that is on a commodity that 
is selling for about $2.25, I guess, so the limit is, we will say, about 5 
percent “of the price of the commodity. 

There is a limit on eggs of 2 cents a dozen. Eggs are selling some- 
where between 35 and 40 cents a dozen, so again you have a limit of 
about 5 percent. 

Onions, of course, fluctuate so radically in price it is hard to figure 
a percentage proposition, but let’s assume that an are averaging 
about $1.50 a sack. Well, the 50-cent limit gave a 3314-percent fluctu- 
ation possibility—with a 35-cent limit, they can ‘have more than a 
20-percent fluctuation during the day. 

Now, I think that this episode right here, again portrayed on the 
chart, illustrates the situation where a more drastic limit would have 
been highly effective, because we have a situation where the price goes 
up erratically one day and down erratically the next, and up again, 
and so forth. 

Now, if there had been some place where the trading had to hit a 
ceiling or floor, and the people had 24 hours to back off and look at it, 
I think it would have been highly desirable, in my opinion. In my 
opinion, it is one of the possible constructive factors that still can be 
considered in the future. 

Mr. ANpDRESEN. Well, then, it would be a stabilizing influence if the 
range on the up or down would not be more than 5 percent a day? 

Mr. Baenetyi. In my opinion, it would. If you did have a long- 
term situation where there was some basic bullish or bearish factor, of 
course, you might expect a market to hit that limit day after day until 
it got down to a figure where it ought to be, or up to the figure where it 
ought to be, but you would at least reduce, and perhaps eliminate, 
a lot of this d: ay-to-day fireworks. You would, of course, at the same 
time reduce your volume of specul: ation, because, as Mr. Kauffman 
pointed out, the opportunity for the quick grab of a fast dollar would 
not be there as much as it is now. 
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Mr. AnpresEN. Well, does the Commodity Exchange Authority 
have the authority, without an additional law, to fix a range; either 
narrow it or widen it? 

Mr. Bacnetu. No, sir; they do not. 

Mr. Anpresen. Well, you have that now with reference to grains / 

Mr. Baenetu. No, sir; that is not our authority—that is done en- 
tirely by the exchanges—not under our authority at all. 

Mr. Anpresrex. Well, has there been any effort mentioned by the 
mercantile exchange of trying to regulate its own market there by 
doing the same as they did in other exe changes 

Mr. BaGnewn. Well, as I said, the exc hange did reduce a limit from 
50 to 35 cents, which I think was a short halting step in a good diree- 
tion. There has been quite a bit of contact with the exchange. 

I have had personal contact with the governors of the exchange 
at meetings, urging that they exercise their own judgment and in- 
genuity in trying to stabilize the market, of the commodities on their 
markets. We feel quite strongly that the exchanges are in a better 
position, if they wish to do so, to judge the effect and need of measures 
of that sort. 

We constantly encourage and urge them to do so. I think we have 
done as much of it in connection with the onion exchange, perhaps 
more than any other exchange. 

Mr. Anpresen. Well most of the future trading exchanges in the 
country, their organizations, feel as though they are conducting a 
legitimate business, and they are trying to run their business so as to 
avoid a criticism of the public and of growers and others. 

Now, I do not know what the answer to this 1s, because we have tried 
it both ways, but certainly we cannot go on seeing these wide swings 
up and down to the detriment of the producers i in the country. 

Mr. Kaurrman. I may say, Mr. Andresen, that within the past 14 
months the Chicago Mercantile Exchange has made certain changes 
in its contract, which I imagine will be presented to the committee 
later by representatives of the exchange, but I might just refer to them 
briefly. 

Some 14 months ago, in order to discourage delivery of onions on 
futures contracts out of Chicago warehouses, the exchange provided 
a penalty of 25 cents a bag on such deliveries, so that during the entire 
season just closed, there was not a single delivery on a futures contract 
from the warehouse. 

The Chicago Mercantile Exchange also took steps to eliminate some 
of the lower qualities of onions heretofore deliverable, and also had 
speculative limits in effect for a brief time. They were much larger 
than the limits that were subsequently imposed by the (¢ ‘ommodity 
Exchange Commission, effective September 1, 1956. And still more 
recently, the exchange voted to defer trading in the new crop Novem- 
ber futures until May 1, but that will not become effective until May 1, 
1958. 

In other words, the delay in trading in November onions will become 
effective with the November 1958 future. They also took a step, which 
I thought was in the right direction, and that was to provide that there 
should be no trading in March onions after the 7th day of March, 
and that all deliveries would have to be made by the 14th of March. 
That action was taken about the 15th of March of this year 
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But I have been advised today that that action was rescinded by 
the Chicago Mercantile Exchange last Thursday, and that trading in 
March onions next year will continue until about March 22, as was the 
case this year. I do not know the reason for their reversal. 

I thought those references might be in point at this place in the 
record, 

Mr. ANDRESEN. Just one more question, Mr. Chairman. 

What is the trading unit in onions? 

Mr. Kaurrman. It is a carlot, Mr. Andresen, 600 50-pound bags. 

Mr. BaGnetu. I would like to mention that the point Mr. Kauffman 
raised on the 25-cent penalty for warehouse deliveries, I think, was 
one of the most constructive things, and an illustration of the ability 
of the trade to cook up something that is highly beneficial. 

The accumulation of onions in warehouses in Chicago was largely 
responsible, we think, for the 10-cent price that was recorded in 
March 1956, Certain speculators had taken long positions in the fall 
of 1955 and attracted onions into Chicago, to satisfy futures contracts. 
Onions, as you well know, get questionable in value pretty fast. So 
when they were threatened, as the delivery on the March 1956 contract, 
that had a great deal to do with that price getting down to 10 cents. 

And in contrast to that, since this 25-cent penalty, as Mr. Kauffman 
said, there has not been a single contract settled by delivery out of 
warehouses; it has all been fresh onions brought in by track, and the 
stocks of onions in Chicago have been only about one-fourth what they 
were the preceding year. So I think the exchange did a very fine 
piece of self-regulation in that particular matter. 

Mr. Anpresen. That is all. 

Mr. Grant. Mr. McIntire. 

Mr. McIntire. Thank you, Mr. Chairman. 

Just for the record, Mr. Bagnell and Mr. Kauffman, what deposit is 
required per contract / 

Mr. Kaurrman. $300 is the minimum margin on speculative posi- 
tion; $300 per carlot. 

Mr. McIntire. On both sides ? 

Mr. KaurrmMan. Yes: ona purchase or a sale on the initiating trans- 
action. That is about 32 percent of the market price of the 
commodity. 

At the end of March it was 32.5 percent of the value of the contract. 

Mr. McInrire. Wouldn't it be possible, Mr. Kauffman, for you to 
put into the record a table of the deposit requirements in relation to 
other commodities per contract so that we can have a table in the record 
for comparison / 

Mr. Kacrrman. I have one with me, Mr. McIntire, and I shall be 
glad to leave it with the reporter. 

Mr. McInvire. Might I ask, is that table worked out also to the 
percentage of average value 

Mr. Kaurrman. Percentage of value of the contract as of March 
29, 1957 

Mr. McIntire. For the commodities as listed ? 

Mr. Kaurrman. For all commodities under the Commodity Ex- 
change Act, and also for a few commodities that are not under the 
Commodity Exchange Act. 

Mr. Mcinrime. Now, in relation to the trading limits, you men- 
tioned that recently the Chicago Mercantile had established a trading 








16 ONIONS 


limit of 35 cents per day up or down; does that carry throughout the 
delivery month, or is it a different figure for the delivery “month— 
just for the record ? 

Mr. Kaurrman. No. I am certain that is in effect throughout the 
delivery month. There is no change in that. 

Mr. McIntire. Now, just one other question. 

If you can refer to this table that you made reference to on page 
°7—and, Mr. Chairman, I just want to ask this one further question— 
I notice that this table is made up on the basis of your futures price, 
February and March, and your cash price, Chicago and Michigan. 

Now, in order to get an appropriate comparison 1 with futures ] price, 
you would have to deduct from your west Michigan points a freight 
differential; wouldn’t you ¢ 

Mr. Catianper. That is right, sir. 

Mr. McIntire. What would that be, just so that the record will 
show ? 

Mr. Catianper. I believe it is about 18 cents a bag, sir. 

Mr. McIntire. So, every one of these Michigan prices are actually 
18 cents too high in relation to the Chicago price ? 

Mr. Cauianper. Yes; or 18 cents lower—let’s put it that way. 

Mr. McIntire. 18 cents 

Mr. Catuanper. Lower. If they were going to be shipped to Chi- 
cago, you would have to pay 18 cents more than $1.08. T think Tam 
correct on that 18 cents. 

Mr. McIntire. Yes; 18 cents. 

Mr. Kaurrman. These are prices f. 0. b. west Michigan. 

Mr. Catianper. Right. 

Mr. McIntire. On the other hand, you say 18 cents too low, yes, 

roviding the market will absorb the 18 cents. But you put that stuff 
into Chicago on that day, and it is your Chicago price and not your 
f. o. b. west Michigan price that is going to « ontrol ; isn’t it ? 

Mr. Catianper. That is right. 

Mr. McIntme. Why aren’t these prices 18 cents too high, as far as 
the grower is concerned ? 

Mr. Cauianper. There is some difference in the quality of the 
onions involved here, which is difficult for me to explain. For ex- 
ample, we have carlot and truck lot sales f. 0. b. west Michigan points, 
size is 70 percent 2 inches and larger. The Exchange size is 65 percent 
two inches and larger. So there are some quality characteristics in 
this price which I am unable to account for. 

Mr. McIntire. But for comparative purposes it is not far out 
of line in general ? 

Mr. CatLanper. That is right, sir. 

Mr. McIntire. In a general sense. Just one further question, Mr. 
Callander. 

Isn’t there a Chicago price on the days when you have the blanks 
in there? I realize that the figure would have been in there had there 
been, but I just wonder why there wasn’t ? 

Mr. Caruanper. It illustrates the fact that business just dried up in 
Chicago on these days, or particularly during the February period, 
the fact that in the first part of February, where the prices started 
to turn down, there were few or no prices. But I want to explain one 
thing further, there are carlot prices. 
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Now, they have broken-lot prices, wholesale prices, in Chicago, 
which are markups, which are not included in here—so-called WE 
sale prices. But that would get beyond futures pricse, and you would 
not have a fair comparison, ‘I think, so that is why we omitted them 
from the picture. 

Mr. McIntire. But the thing I was getting at is that it seemed to me 
that when I looked at this table, when I first received this report when 
it was first released by the Department, the thing that impressed 
me here was, with a market like Ch: wcigo, and with the justification 
which seems to have been argued in previous discussions of this mat- 
ter, that it was not practical to use multiple delivery points because 
of the importance of Chicago as a market, then how can you con- 
ceive, and what were the forces, that dried up a Chicago price on a 
carlot basis on any one day ? 

Now, if this were some outside market and it was not a major de- 
livery point, anyone could easily conceive, at least I think I could, 
that momentarily you had suspended activity. But there must be 
a substantial controlling factor in here. I do not know where it 
would be, but it must be a substantial controlling factor which would 
close off the quotation in Chicago on a carlot basis on any day. 

Mr. Catianver. Well, I would agree with you on that, that there 
would be. 

Mr. McIntire. Do you have an opinion as to what caused it? 

Mr. Catxanper. Well, of course, in Chicago the onions arrive in all 
shapes, size, by truck, by carlots, and these quot: itions are obtained by 
the Market News Service, of which you are well aware. And if they 
do not obtain a quotation, or it is not avaliable on that day, or they 
do not get to the person who sold onions, there might be possibilities of 
sales in there. That I cannot eliminate from the realm of possibility. 

Mr. McIntire. But there are onions sold that day, but probably in 
carlot 

Mr. CatLtanper. Yes; there are onions, in broken lots, less than 
carlots, sold. 

Mr. McIntire. Could one make the assumption with a reasonable 
degree of accuracy that the influence of the unsettled condition on 
the mercantile on these d: Lys, with the market breaking rather rapidly, 
just closed off the carlot price for those days? Do you think the 
Board has that much influence on carlot prices on the cash market 
in Chicago? 

Mr. CaLiAnper. I made reference to that in the sense that I think 
this illustrates that the carlot shipments into Chicago were not sold 
on that day—there might have been track lots arrive there, but they 
were not sold—and to show that business, in a sense, dried up on the 
days when we had variable price movement or rapid price movements. 

Mr. McIntire. Then the carlot cash market in Chicago, unless we 

can see other factors involved, is virtually under the influence to the 
extent of closing trading—by influenced situations on the part of the 
Board ? 

Mr. Catzianper. I think that is a factor; I must agree with it. 

Mr. McIntire. Well, that is a rather substantial influence—— 

Mr. CALLANDER. Yes. 

Mr. McIntire. I would assume, anyway. In a city like Chicago, 
the way those contracts are handled, and the way the freight differen- 
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tials are put in and so forth, the deliveries are made in Chicago; 
aren’t they ? 

Mr. Catuanper. Deliveries in settlement of futures contract; yes. 

Mr. McIntire. That is right. 

Mr. CaLLanper. Yes, sir. 

Mr. McIntire. And it is my understanding that the contracts would 
permit Pee at other points / 

Mr. CALLanpver. Yes, sir. 

Mr. Me Intire. But it has not been the decision on the part of 
somebody to make delivery in other points as satisfactory place to 
make delivery to. Chicago is the more satisfactory market under the 
terms of the contract? 

Mr. CaLLAnper. Yes, sir; that is correct. 

Mr. McIntire. Well, now, if that is true, then the grower’s prices 
are being somewhat determined by carlot quotations. Should these 
contracts carry different specifications so that they would reflect more 
the actual marketing practices other than the carlot specifications? 

Mr. Cannanper. I would have to answer that in general terms, that 
I think that the futures contract should reflect the going practices in 
the market—the type of spot contract that is being used. I think it is 
very highly desirable. 

As you know, when the onions come in the 7 are damaged, they are 
in various lots, they try to ship to U.S. No. 1, but there are a lot of 
things that happen to onions before they ey to Chicago. For that 
reason, it is extremely hard to focus it just to the type of onion that 
would be deliverable in settlement of the futures contract. 

Mr. McIntire. Of course, that is very difficult from the trading 
standpoint to use anything other than a carlot unit ? 

Mr. Cantianper. That is right, sir. 

Mr. McIntire. And the influence could only be held at a minimum 
by making sure that the packing of the car was in the containers 
acceptable to the normal movement to the trade / 

Mr. Catnanper. That is right. 

Mr. McIntire. And also, that they were of a better grade, possibly, 
and would have a ready movement, moving in carlot quantities. 

Thank you very much. 

Mr. Grant. Mr. Johnson ? 

Mr. Jounson. Turning to your statement, on page 3, the last 
paragraph, where you state, I think it was, at the last of January re- 
ports showed that practically half of the stock had disappeared. 
Would it be your assumption that there was a scarcity of onions with 
that great disappearance / 

Mr. Kaurrman. It would not be my impression, Mr. Johnson, 
that there was a scarcity, but the disappearance was unusually high. 
That was the highest disappearance that had been reported by the 
National Onion Association for the month of January, during those 
6 years beginning with 1952 and ending with 1957. I would not take 
that to mean that there was a scarcity. 

Mr. Jonnson. Wasn’t that the way it was interpreted on the mar- 
ket fora while right after that report came out ? 

Mr. Kavurrman. It was certainly interpreted as a bullish factor, 
yes; asa factor most friendly to higher prices. 

Mr. Jounson. Mr. Kauffman, I would like to ask you further: 
How do you explain the drop in the price, both futures and cash, in 
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onions as you have shown on page 4 of your statement’ Is that due to 
another crop coming in and causing that, or what ? 

Mr. Kavreman. | think it is just a matter of this speculative snow- 
ball breaking up, there was liquidation— a lot of people left the market 
and I think it was attributable almost solely to the fact of this specula- 
tion, and because of that I think there is no question that the prices not 
only went higher but also lower than they otherwise would have gone. 

Mr. Jounson. You have no way of testing whether that report was 
correct that the association put out / 

Mr. Kaurrman. We have not checked those figures; no. We ac- 
cepted them at face value. 

Mr. Jonnson. When do the Texas come in? 

Mr. Kaurrman. They come usually in March. 

Mr. Jounson. I believe this question was asked a while ago: What 
did onions sell on in the cash market on March 6? 

Mr. Kaurrman. There is no Chicago carlot quotation on March 6. 
In Michigan they were $1.08. 

Mr. Jounson. $1.08? 

Mr. Kavurrman. $1.08 in Michigan. That is March 6. 

Mr. Jounson. How do you explain the fact that after March 6 they 
had gone up as high as, according to your statement, on March 22, 
51.58 or $1.60 ¢ 

Mr. Kaurrman. Well, they went back about where . ‘vy were when 
this speculative furor started in January, as shown by that chart 
there. After the speculative fever had spent itself, prices went back 
to where they were in January, approximately. 

Mr. Jounson. Do you draw the conclusion, then, that this futures 
trading does affect the cash price to a great extent ? 

Mr. KaurrmMan. There is no question that over a short period of 
time futures trading does cause, or at least accentuate, the short-term 
price flucutations. I think that is true generally in all commodities, 
and particiularly so with a highly perishable commodity. 

Mr. Anrvuso. Mr. Kauffman, have you testified as to whether there 
has been any evidence of manipulation in the futures market 4 

Mr. Kaurrman. Yes. I stated that the only case we have found 
since futures trading in onions was placed under the Commodity Ex- 
change Act in September 1955 was a case involving alleged manipula- 
tion from the period beginning in December or November 1955 and 
ending in March 1956. That episode has been made the subject of an 
administrative complaint by the Secretary of Agriculture, and hear- 
ings are being conducted before a hearing examiner of the 
Department. 

Mr. Anrvuso. Is that apt to occur again / 

Mr. Kavurrman. It could occur. Any law violation, of course, 
could occur at any time. 

Mr. Anruso. In your opinion, is the futures market in onions bene- 
ficial to the onion farmer? 

Mr. Kaurrman. Is it beneficial to the onion farmer? Well, we 
think that the hedging use of the futures market has had very little 
part to play in the marketing and distribution of onions. Onions have 
had a long history of extreme price variability, and we have figures 
here going back some 35 years, and they show these fluctuations are 
approximately the same as they were before futures trading attained 
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a position of pipers from the standpoint of volume, approxi- 
mately the same before as they have been since. 

It seems to us that over the short run futures trading accentuates 
the fluctuations; over the long run it does not. 

Mr. Anruso. Well, would or would not the onion farmer be better 
off without the futures trading ? 

Mr. Kavrrman. That is a question I cannot answer. 

Mr. Anruso. In your opinion, Mr. Kauffman, is the futures market 
beneficial to the consumer ¢ 

Mr. Kaurrman. I do not see any tangible benefit to the consumer. 

Mr. Anruso. Would you consider that the consumer would be better 
off without futures trading ? 

_ Mr. Kaurrman. I doubt it very much; I doubt if the consumer 
would even notice the absence or presence of the futures market. 

Mr. Anrvuso. Thank you. 

Mr. Grant. Are there any further questions? Do any committee 
members have questions ¢ 

(No response. ) 

Committee counsel here has suggested that it might be in order 
and it may serve for the benefit of the record if you take your tables 
starting at page 21 and give us a brief explanation of that table to 
begin, and then follow on through. 

Mr. Kaurrman. Mr. Bagnell will be glad to discuss those tables at 
this point, Mr. Chairman. 

Mr. Grant. I would like to say this, that without objection the 
whole report will be inserted in the record at this point. 

(The documents referred to are as follows:) 
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SPECULATION IN ONION FUTURES, JANUARY-MARCH 1957 


FOREW ORD 


This report is designed to complete for the 1956-57 marketing season the 
compilation and publication of information covering the continuing investiga- 
tion of the onion futures market which has been conducted by the Commodity 
Exchange Authority since futures trading in onions was brought within the 
purview of the Commodity Exchange Act, September 24, 1955. There have been 
a number of earlier surveys and investigations, the results of which have been 
published. The material presented herein relates primarily to the period of 
wide price swings in onion futures which began about mid-January and continued 
into March 1957. 

As stated in the report, the investigation to date indicates that the recent 
wide price movements were mainly the result of a wave of speculative activity 
participated in by a considerable number of traders, without the appearance 
of any individual or group trading operation of a size or type calculated to 
manipulate prices. There are some facets of the recent market activity which 
we may find warrant further scrutiny. This phase of the investigation, however, 
is not expected to develop facts which would change the general conclusions in 
this report concerning the use of the onion futures market and its effect on the 
marketing of onions. 

RopGer R. KAUFFMAN, Administrator. 


SUMMARY AND CONCLUSIONS 


1. The wide price swings in the onion futures market which took place from 
mid-January 1957 through March appear to have been the result of heavy specu- 
lative activity involving a substantial number of accounts, with no concentration 
of trading or positions of a type which would warrant a conclusion of market 
manipulation. 

2. This speculative activity apparently was stimulated at the outset by a 
general feeling among traders that the statistical situation, first evidenced by 
the Government report On stocks released on January 18, was favorable to higher 
prices. This bullish sentiment apparently was sharply increased on February 
1, at which time there were general rumors in the trade that the forthcoming 
stocks-on-hand report of the National Onion Association was expected to be 
bullish. 

3. Nothing has been found to support the suggestion that the report of the 
National Onion Association was made available to any person or group of 
persons prior to its official release to the membership of the association, which 

yas after the close of trading on February 1. So far as is presently indicated, 
the rumors which were current during trading on February 1 were based upon 
expectation or conjecture in trade circles. 

4. After the sharp runup of February 1 the market went into a period of 
reaction in which onion buyers withdrew from the cash market, and a price 
decline began on February 4. At that time, informed trade opinion was 
expressed that this interruption in the orderly process of marketing onions would 
result in a delay in disposing of the old crop, with resultant shrinkage and 
deterioration which might be expected to have a disastrous effect upon the 
market. 

5. After reaching its high of $2.20 per 50-pound sack on February 4, the price 
of the March future on the Chicago Mercantile Exchange registered a low of 
$0.85 on March 6. Since that date there has been a substantial recovery, with 
the future expiring on March 22 at $1.58 to $1.60. Price movements such as this 
cannot be justified by supply and demand factors and must be attributed either 
to manipulative activity or, as appears to be the case in this instance, to a wave 
of excessive speculation. 

6. The erratic price behavior between January 31 and February 15 attracted 
relatively heavy public participation, with a large number of traders leaving the 
market and being replaced by others assuming new positions. The volume of 
trading reached a record high of 3,323 carlots on February 7. 

7. It does not appear that the hedging use of the futures market has been of 
such character as to be of importance in the marketing of onions. 

8. It is clear that futures trading in onions has widened and accentuated price 
movements over short periods of time within a marketing season. Price be- 
havior since January 18, 1957, isan example. No evidence has been found, how- 
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ever, Which would justify the conclusion that the average season prices received 
by producers for cash onions have been materially affected by futures trading. 


FUTURES PRICES 


After several months of relatively stable prices, the opinion futures market 
about January 18, 1957, entered a period of erratic price movements such as have 
historically characterized trading in that commodity. 

On January 18 futures prices of March onions at Chicago closed at $1.18 a 
50-pound sack. From that date on, until January 31, prices moved almost con- 
tinuously upward, rising 52 cents a sack, and closing at $1.70 on January 31. 

On February 1 another sharp advance occurred with March rising to $2.09, 
an increase of 39 cents a sack, the largest daily gain during the life of the 
contract. 

On the opening on February 4, the next business day, March reached $2.20, a 
new high for this contract, and then on the same day declined 25 cents a sack, 
closing at $1.95. From February 4 through March 6, wide daily fluctuations in 
onion futures prices occurred, accompanied by a steep net decline of $1.35 a sack, 
with March reaching a low on March 6 of $0.85. This decline represented ap- 
proximately a 60-percent reduction in price in about 30 days from the high of 
$2.20. 

After March 6 prices turned substantially upward, closing at $1.58-$1.60 on 
March 22, with the expiration of the March future. This represented the last 
futures price related to the 1956 crop, and exceeded the price level prevailing 
just before the period of wide price swings beginning about January 18. 

Chart 1 shows daily closing prices of onion futures maturing in the 1956-57 
season on the Chicago Mercantile Exchange. The pronounced bulge in prices 
between January 18 and the break beginning on February 4 can be observed 
from this chart. 
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The high, low, and closing prices of the February and March futures from 
January 15, 1957, to the expiration dates of these delivery months are given 
in table 1 appearing at the end of this report. This table shows for the periods 
covered that the price of the February future ranged from a high of $1.91 to a 
low of $0.95 a 50-pound sack, and of the March future from a high of $2.20 to a 
low of $0.85. These wide fluctuations, representing a range of $0.96 per sack 
for the February contract and $1.35 for the March, show the erratic nature of 
the onion market since mid-January 1957. 


PRODUCTION AND STOCKS 


As shown by table 2, the production of late onions of the 1956 crop estimated 
by the United States Department of Agriculture was 35,536,000 50-pound sacks,* 
representing an increase of approximately 3.5 million sacks compared to the 
previous crop year, and an increase of 2.6 million sacks compared to the 5-year 
(1951-52—1955-56) average. 

Table 2 also gives stocks of onions in storage on January 1, 1957, reported 
by the Department at 9,456,000 sacks, an inerease of 516,000 sacks 
as compared to the previous year, and approximately 1 percent below 
the 5-year (1951-52—1955-56) average of 9,546,000 sacks. Based on this 
stock report of the Department, released January 18, the disappearance 
of onions to January 1, derived by subtracting onion stocks on January 1 from 
the production estimate of late onions, amounted to approximately 26 million 
sacks. This was the highest disappearance figure in any of the 6 years shown 
in table 2. The report also showed that storage holdings were up 5.8 percent 
from the previous year. Apparently traders considered that the statistical posi- 
tion of onions as shown by this report was favorable, since after January 18 
futures prices rose almost continuously for the remainder of the month. 

Under date of February 1, 1957, the National Onion Association released its 
report of onions on hand. The association’s report showed stocks on February 1 
at 4,826,000 sacks. The same report carried a figure of 9,172,000 sacks as of 
January 1. This was in fairly close agreement with the United States Depart- 
ment of Agriculture’s estimate of 9,456,000 sacks on January 1. The indicated 
disappearance during the month of January, according to the National Onion 
Association report, amounted to 4,346,000 sacks. This was much the largest 
disappearance for the month of January shown by the National Onion Associa- 
tion’s reports for any of the years from 1952 through 1957. 

The secretary of the National Onion Association states that the February re- 
port was completed after trading closed on Friday, February 1, and reached the 
members of the association on Saturday and Monday, February 2 and 4. There 
was a great deal of “trade gossip” circulating in the Chicago market on Febru- 
ary 1 during the trading session, the gist of which was that the forthcoming 
report of the National Onion Association would be bullish. Trade gossip and 
news letters commenting on the action of the February 1 market attributed the 
sharp price advance in the futures market on February 1 to this expectation. 

It was indicated in market letters that the decline in prices which began on 
Monday, Febuary 4, after the sudden price spurt on February 1, had seriously 
unsettled the onion market. This was reflected on smaller shipments during 
February with country markets reported nearly at a standstill and wholesale 
business in terminal markets extremely slow in light of declining prices. Com- 
ments were prevalent that a delay in the marketing of old onions at this critical 
time of the year—some 45 to 60 days before the season’s end—would result in 
supplies backing up. 





VOLUME OF TRADING 


The volume of trading in onion futures at Chicago also spurted in the period 
from January 15 to February 15, during the price bulge and decline. This is 
brought out in the following tabulation of trading in onion futures on the Chi- 
cago market, for all futures combined, with comparisons with previous periods 
this season and last: 





1Converted from estimates reported in hundredweight. 
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In carlots* 


1955-56 1956-57 





| 
a 
Period | 
Total | Average Total Average 
| volume of daily volume; volume of | daily volume 
trading of trading trading of trading 
INR os oe Ce 13, 828 | 658 | 7, 433 372 
RINE So ae ; el 14, 332 | 682 8, 428 421 
Jan. 1-15. iia 8, 848 | 983 4 367 a 
Jan. 16-31 _. ditndatesy os 7, 890 | 658 | 9, 767 814 
i = ne Bee tea O nt € 
papi 8 855 Ss 16, 738 | 797 | 14, 134 642 
| ———= = = — | =—= = = 
Feb. 1-15 : . eta 8, 938 | 813 | 17, 254 1, 569 
Feb. 16-28....... bhai iat ‘ _— 5, 761 640 6, 493 812 
February........---- sisi we mad 14, 699 | 735 | 23, 747 1, 250 
BRS. cttusistnishindde ioe bien es , 4, 574 | 218 | 2 5, 669 354 





1 A carlot consists of 600 50-pound sacks, 
2 Through Mar, 22, 1957. 


It will be noted in the tabulation that during the 2% months prior to January 
15, 1957, the volume of trading for the current season was only about one-half 
that of the corresponding period for the preceding year. This trend was then 
reversed, with the trading from January 15, 1957, to March 22, 1957, being 45 
percent above that for the same period in 1956. 

The volume of trading in all futures maturing in the 1956-57 season is shown 
by days in chart 1. This chart clearly illustrates the substantial increase in 
daily trading in the mid-January—February 1957 erratic price period as com- 
pared to other periods during the season. 


OPEN CONTRACTS 


Open contracts in onions for all futures combined declined in the period from 
January 15 to March 22, 1957, as the 1956-57 season was approaching its close, 
with the March future expiring on March 22. Open contracts in the March 
future increased somewhat from mid-January to mid-February, but thereafter 
decreased as the March future approached maturity. The following tabulation 
sets forth the open contracts, by futures, on the Chicago Mercantile Exchange 
for selected dates in the period from January 15 to March 22, 1957: 


In carlots 








Future 
Date | Total 

| February | March | November| January | 

| 1957 | 1957 | 1957 | = 1958 

| | | 
Jan. 15, 1957. Latecelgd. JA 1, 037 | 2, 587 | 19 | 1 3, 861 
Jan, 31, 1967............ inb—es 417 | 2, 795 | 48 | 3, 260 
Feb. 1, 1957 332 | 2, 508 48 | 2, 888 
Feb. 6, 1957 ‘ eal 113 | 2, 877 | 65 | 3, 055 
Feb. 7, 1957 86 | 2,819 | 65 2,970 
Feb. 15, 1957 . 6 | 2, 626 | 120 2, 752 
Feb, 28, 1957 1, 437 | 208 14 | 1, 659 
Mar. 6, 1957 Fission oA 741 | 293 | 16 | 1, 050 
Mar. 15, 1957_._____- 255 140) | 35 | 730 
Mar. 22, 1957-. iki Bail ; ail 43 | 527 66 | 636 

| 





1 Total includes 218 carlots open in 1957 January future. 


The amount of open contracts in all onion futures maturing in the 1956-57 
season, by days, appears in chart 1. The chart also discloses that during the 
period of the most erratic price change from mid-January to February 15, 1957, 
open contracts in all onion futures maturing in the 1956-57 season showed a 
declining trend from the seasonal peak in October 1956. 
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THE FEBRUARY PRICE BREAK 


To obtain all facts concerning the operations of the onion futures market 
during the recent period of erratic price movement, in addition to the detailed 
reports required daily from large traders showing their transactions and posi- 
tions, the Commodity Exchange Authority conducted a special investigation and 
analysis of the accounts in the onion market from the close of business on 
January 31 through February 15. This included obtaining the names and 
commitments of persons who bought or sold onion futures on February 1 or 
February 7, together with the size and type of the transaction. On February 1 
prices advanced rapidly and on February 7 broke sharply, with the largest daily 
trading on record. The results of this special market investigation together 
with other pertinent information follow. 


Operations of large traders, January 15-81, 1957 

Open contracts in onion futures at Chicago fell from 3,861 carlots on January 
15 to 3,260 carlots on January 31, a net decline of 601 carlots, during the time 
when prices were advancing rapidly. Based on information in required reports 
from large traders to the Commodity Exchange Authority as summarized in 
table 3, the largest part of the reduction in open contracts during this period was 
accounted for by a drop of 407 carlots in small (nonreporting) traders’ long 
holdings, a decrease of 286 carlots in short speculative holdings of large traders, 
and a decrease of 393 carlots in short hedging positions of large traders. 

The net changes in open contracts between January 15 and 31 in each future 
are given in table 4, as well as a breakdown of the changes by type of trading. 
Table 4 shows that the reduction of 218 carlots in the open contracts of the 1957 
January future between January 15 and 31 reflected covering purchases and 
liquidating sales typical of the expiration period of a future. 

With the February future approaching its delivery period beginning February 
1, there was substantial liquidation of long positions both by large speculators 
and by small traders, the total amounting to 695 carlots. There was new specu- 
lative buying of 145 carlots by large traders. Apparently traders for the most 
part were taking profits because of the price rise in the February future during 
this period, or were geting out of this future because of the imminence of the 
delivery period. 

The largest changes in positions, however, occurred in the 1957 March future. 
The net speculative trading in this future between January 15 and 31 was 
made up mostly of transactions of large speculative traders. New buying of 
554 carlots and covering purchases of 371 carlots were made by these traders 
against new speculative selling for 358 carlots and liquidating sales of 360 
carlots. Small traders increased their short positions by 259 carlots while their 
long positions remained almost unchanged. There was hedge trading of 312 
carlots representing covering purchases, and new hedge selling of 274 carlots 
consisting mainly of transfers of hedges from the February to the March future. 

In summary, the rise in onion futures prices in the January 15-31 period was 
accompanied by a substantial amount of speculative activity. Large speculators 
bought net, all futures combined, 166 carlots. Small traders sold net 485 car- 
lots, and large hedgers had net purchases of 319 carlots. Hedgers for the most 
part were getting out of the onion market by covering their short positions, 
although there were some new hedging sales in the March future consisting 
largely of transfers from the February future. The marked increase in the 
average daily volume of trading in the January 15-81 period further reflected the 
speculative fervor in the onion futures market. 

Analysis of trading on February 1, 1957 

The sharpest price increase during the period of the price bulge (January 18— 
February 4) occurred on February 1, when prices rose 31 and 39 cents a sack in 
the February and March futures, respectively. The total volume of trading on 
the Chicago market also increased sharply on February 1, the largest volume 
being in the March future. Of the total trading in all futures combined of 
2,772 carlots, the March future accounted for 2,449 carlots as compared with 
744 carlots traded in this future the previous day (January 31), and a daily 
average of 642 carlots for all futures combined during the month of January 
1957. 

An analysis of trading on February 1 in the February and March futures is 
set forth in table 5, by type of trading, as obtained from the records of clearing 
members of the Chicago Mercantile Exchange and a number of nonclearing 
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brokers carrying onion accounts. Table 5 shows that there were 367 accounts 
with purchases or sales or both in the February and March futures. Most of 
this trading on February 1 was speculative. Out of the total volume of trading 
in the February and March futures of 2,761 carlots, 2,166 carlots consisted of 
speculative purchases and 2,091 carlots were speculative sales, representing 
78.4 percent and 75.7 percent, respectively, of the total volume of trading. 

The distribution of trading by type on February 1 shows that in-and-out 
trades, representing transactions of accounts whose purchases and sales in the 
same future during one trading session offset each other, accounted for approxi- 
mately one-half of the trading. In-and-out trades on February 1 totaled 1,309 
carlots bought and sold in the February and March futures, or 47.4 percent of 
the total purchases and sales, respectively. Virtually all of this in-and-out trad- 
ing was speculative, as is usually the case when traders enter and leave the 
market on the same day. 

With the rise in price on February 1, there was substantial trading repre- 
senting traders getting out of the market, with covering purchases of 704 car- 
lots and liquidating sales of 788 carlots in the February and March futures. 
The larger part of this liquidation was by speculative accounts. Hedge ac- 
counts also covered 236 carlots of their short positions. There was also cansid- 
erable new speculative buying, amounting to 488 carlots, offset in part by new 
speculative selling of 228 carlots. This new trading, however, was substan- 
tially less than the liquidation, as shown by the February 1 decline in open con- 
tracts. 

As prices rose steeply on February 1, it is apparent that the urgent new buy- 
ing by speculative accounts, plus covering purchases of short speculators who 
apparently missed the market, combined with covering purchases of hedgers 
getting out of the market, were the primary factors responsible for the sudden 
price rise on February 1. The large amount of in-and-out trading by specu- 
lative accounts on February 1 contributed further to the overall market activity. 
The fact that open contracts in the February and March futures showed a net 
decline of 372 carlots on February 1, showed that trading for liquidating pur- 
poses exceeded new buying and selling despite the price rise. 

Trading on February 1 was well dispersed among the 367 accounts involved. 
This dispersion of trading is illustrated by the fact that transactions of the 5 
largest traders in the March future (the most active month) totaled only 437 
earlots bought and 436 carlots sold, representing 17.8 percent of the total vol- 
ume of trading in the March future. A further example of the dispersion is 
brought out by the transactions of the 5 accounts with the largest trades, ex- 
eluding accounts with in-and-out trades. The trading of this group totaled 167 
carlots bought and 113 carlots sold, representing 6.8 percent and 4.6 percent, 
respectively, of all the trading in the March future. 


Analysis of trading on February 7, 1957 

On February 7, 1957, there was the largest daily volume of trading on record, 
amounting to 3,323 carlots in the February and March futures combined. The 
price of the February future fell 22 cents a sack, and March dropped 29 cents. 

An analysis of trading in the February and March futures on February 7, 
as on February 1, was made by type of trading, based on information obtained 
from records of the clearing members of the Chicago Mercantile Exchange and 
a number of nonclearing brokers. These trading data are set forth in table 6. 
This table shows that there were 398 accounts with transactions in the Febru- 
ary and March futures on February 7. Virtually all of the trading was centered 
in the March future, and most of this trading was speculative. Of the 3,279- 
carlot trading in the March future, 2,484 carlots were speculative purchases and 
2,685 carlots were speculative sales, representing 75.8 percent and 81.9 percent, 
respectively, of the trading in the March future. 

In-and-out trading on February 7, as on February 1, predominated, amounting 
to 1,675 carlots bought and sold in the March future, or 51.1 percent of the total 
volume of 3,279 carlots in this future. As table 6 shows, most of this in-and-out 
trading was by speculative accounts. 

The table also shows that on February 7 there was considerable new specula- 
tive selling amounting to 487 carlots, and liquidating sales of speculative long 
positions amounting to 651 carlots. On the buying side, new purchases by 
speculative accounts amounted to 601 carlots, and covering purchases by short 
accounts were 350 carlots. Hedging transactions consisted mostly of covering 
purchases of 196 carlots. New hedge sales amounted to 102 carlots. 
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A review of the trading by the 398 individual accounts with transactions on 
February 7 also showed, as was the case on February 1, that trading was 
general with no concentrated trading by a few accounts. The 5 traders with 
the largest transactions in the March future bought a total of 390 carlots and 
sold 459 carlots, or 11.9 percent and 14.0 percent, respectively, of the total vol- 
ume in March. The 5 largest traders having no in-and-out trading bought 170 
‘arlots and sold 105 carlots, or 5.2 percent and 3.2 percent, respectively, of the 
total trading in the March future. 

Conclusions from the analysis of trading for both February 1 and February 
7 are that trading in the onion market on these days was predominantly that of 
speculative accounts. Heavy spurts of speculative trading do not lend stability 
to a futures market. The trading analysis of the onion market on the 2 days 
indicates that the speculative activity in the market accentuated the price move- 
ments. There appears to be basis for the view that on February 1 prices rose 
abruptly because of the many rumors of the bullish statistical situation, and 
when this enthusiasm had spent itself, prices of onions turned downward. 
The ensuing erratic course of futures prices caused both buyers and sellers to 
hold back in their cash operations at a critical time in the marketing season. 
Analysis of trading by individual accounts did not indicate sufficient pressure 
by any trader or group to materially affect prices. 

Market composition, January 3i-February 15, 1957 

Examination of the accounts on the records of clearing members of the Chi- 
cago Mercantile Exchange and of the accounts of most of the nonclearing mem- 
bers as of the close of the market on January 31 and February 15, 1957, was 
also made by the CEA. 

A summary of the makeup of the onion market based on this investigation 
appears in the following tabulation, which shows the number of traders, classi- 
fication, and size of commitments on the Chicago Mercantile Exchange for 
1957 February and March futures combined, as of the close of the market on 
January 31 and February 15, 1957. 


Commitments Percent of commit- 
Number (carlots) Percent ments 
Classification of traders 7 ‘ __| of traders 


Short 


ae 
Long | Short Long | 
' 


Speculative 647 2,774 1, 501 91.4 86.4 46.8 
Hedging. 61 371 1, 678 8. 6 11.6} 52.3 
Potal 708 3, 145 3, 179 100. 0 8. 0 99.1 
Commitments not classified ! oF 30) 2.0 x 
lotal open contracts 3, 209 s, 209 100. 0 100.0 
FEB. 15, 1957 
Speculative. : ; 617 2, 348 1, 434 91.3 89.5 | 54.7 
Hedging 59 135 1, 181 8.7 5.1 45.0 
Total. 676 2, 483 2, 615 100. 0 94.6 99. 7 
Commitments not classified '_ - 141 9 5.4 .3 
Total open contracts 2, 624 2, 624 100.0 100.0 


f 


! Omnibus accounts of futures commission merchants for 
classification were not obtained. 


customer’s positions and 


The foregoing tabulation shows that there was a total of 708 traders in the 
Chicago market in January 31, 1957, of which 647 were classified as speculative 
and 61 are hedging. On February 15, 1957, there were 676 traders, of which 
617 were classified as speculative and 59 as hedging. The tabulation further 
shows that on January 31 speculative commitments accounted for 56.4 percent 
of the long side of the market. Hedgers were mostly short, with 52.3 pereent 
of the short open contracts. However, speculators held 46.8 percent of the 
short interest. 
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By February 15 the composition of the market had changed and speculative 
accounts held the larger part of both sides of the market, with 89.5 percent of 
the long open contracts and 54.7 percent of the short open contracts. Hedging 
commitments accounted for only 5.1 percent of the long side, as against 45 per- 
cent of the short side. 

A striking feature disclosed by the investigation of the onion market on 
January 31 and February 15, 1957, was the large movement of traders in and 
out of the market. Of the 708 traders in the onion market on January 31, only 
856 remained in the market on February 15, a reduction of 352 between January 
31 and February 15. But on February 15 there was a total of 676 traders in 
the market, showing that between January 31 and February 15 320 new traders 
eame into the onion market, substantially replacing the 352 who had left. This 
represents almost a 50 percent turnover of traders in the market in a 15-day 
period. Most of this turnover was in the speculative accounts. 

Analysis of the positions of speculative traders leaving the market between 
January 31 and February 15 showed that the bulk held long positions on Janu- 
ary 31, which they liquidated in a declining market, thus accentuating the price 
decline. Speculative traders entering the market between January 31 and 
February 15 for the most part did so on the long side, but against this there 
was appreciable speculative short selling by new accounts. 

The situation here is the typical one of public interest in speculation being 
aroused and intensified by violent price movements which have so often 
occurred in the onion futures market. 


CASH AND FUTURES PRICES 


Chart 2 and table 7 set forth cash and futures prices of onions for the period 
beginning January 2 through March 22, 1957. They include the period of the 
price bulge that started about January 18 and of the price collapse from Feb- 
ruary 4 through March 6, 1957. 

The chart shows that prices of cash onions at Chicago and at west Michigan 
points were fairly close to the price of the February future over the period from 
January 2 to January 21. When futures prices advanced sharply on January 22, 
cash prices at west Michigan points did likewise. There were no cash prices 
of track lots at Chicago reported by AMS Market News Service from January 22 
until January 29. By that time prices of track lots at Chicago had also risen, 
reflecting the price rise in futures. 
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On February 1 futures prices at Chicago advanced further, with the February 
future closing at $1.84 and March at $2.06. No trucklot or carlot sales were re- 
ported at Chicago, but cash prices at west Michigan points on February 1 aver- 
aged $1.82 a sack. 

Beginning February 4 futures prices turned downward and declined almost 
continuously to March 6, when a low of $0.85 a sack was reached. No trucklot 
or carlot sales were reported at Chicago during the period from February 1 to 6. 
On February 7 at Chicago a carlot track sale of U. S. No. 1 Yellow Globe, 75 
percent 2-inch and larger was reported at $1.60 a sack. Cash prices at west 
Michigan points, from February 1 to 6, were comparatively firm, but prices on 
February 7 declined and averaged $1.72 compared with $1.92 on February 6. 
On February 7 futures prices for the February and March futures closed at $1.33 
bid and $1.57, respectively. 

By February 14 cash prices of onions had declined, with prices at Chicago for 
No. 1’s averaging $1.25, and at west Michigan points, $1.32. 

A comparison of the March futures price with quotations for cash onions at 
west Michigan points shows that during the period from February 1 through 
March 22 the futures price moved both more rapidly and to a greater extent than 
cash prices. The lag in cash-price movements as compared to futures was evi- 
dent in the period of sharp decline from February 1 through March 6, and also 
in the ensuing price recovery between March 7 and March 22 when the advance 
in futures prices was more rapid and larger than in cash prices. 

The spread between cash and futures prices increased again during the last 
half of February, with futures prices declining further than prices of cash onions. 
On February 25 cash prices at west Michigan points averaged $1.10 a sack, with 
the March future selling at $0.89 at the close on the same day. Again, carlot 
cash prices of onions on track at Chicago were not reported during the last 2 
weeks of February, indicating that the cash onion market at Chicago was slow 
because of the price decline. 

During the second week of March, after futures prices had recovered somewhat 
from the March 6 low of $0.85, cash prices at Chicago were reported at $0.90 
to $1 a sack for carlots of U. 8S. No. 1 grade. Prices at west Michigan points 
in the first half of March were comparatively steady, averaging approximately 
$1.10 per sack. 

After March 15 the March future began to rise steadily and closed at $1.58 to 
$1.60 on March 22, 1957, the last day of trading in this future. The substantial 
increase in the price of the March future late in the delivery month apparently 
was influenced by the firm cash prices prevailing for old onions during the second 
and third weeks of March. The March future advanced above cash prices prior 
to its expiration on March 22. On March 22, however, the cash price at Chicago 
was 1 cent above the average of the closing prices of the March future. 

The sharp advance in the March future and in the Chicago cash quotations, as 
compared to the price quotations at west Michigan points during the last 5 trad- 
ing days for the March contract, reflected an obviously “tight” situation in the 
Chicago market. 

LARGE AND SMALL TRADERS IN ONIONS 


Any trader holding a position of 25 carlots or more in 1 onion future on 1 
contract market is required to file daily reports of his trading and commitments 
with the Commodity Exchange Authority. In reporting, the trader also shows 
the classification of his position as speculative (including spreading) or hedging. 
Such traders are designated as “large” traders. Trading of nonreporting (small) 
traders is derived by subtracting large traders’ transactions from the total 
trading. Similarly, commitments of small traders are derived by subtracting 
large traders’ positions from total open contracts. 

Month-end open contracts in onion futures on the Chicago Mercantile Ex- 
change and month-end commitments of large and small traders from March 31, 
1956, through January 31, 1957, are given in tables 8 and 9. Similar data, by 
days, are also included in these tables from January 31 to February 28, 1957. 

The number of large traders reporting to the CEA is also shown in table 8. 
Traders reporting varied in number from month to month, ranging from 8 at the 
beginning of the season on April 1, 1956, to 52 on September 30, 1956, with 46 on 
January 31, 1957, and 22 on February 28, 1957. In the 4 marketwide surveys’ 
made by the CEA during the 1956-57 season, the number of traders in the onion 





2The results of these surveys were published in separate reports entitled, “Onion Fu- 
tures: Survey of Open Contracts on the Chicago Mercantile Exchange, May 31, August 31, 
October 31, and December 31, 1956.” 
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rutures market at Chicago varied from 377 on May 31, 1956, to 765 on December 
31, 1956. Large traders thus constituted a relatively small number compared to 
all traders in the onion futures market. As shown by table 9, commitments of 
large traders, however, accounted for a sizable proportion of the open contracts 
in onion futures. 

Table 8 shows that although large traders’ commitments were predominantly 
on the short side of the onion market, there were also substantial positions held 
by large traders on the long side. Small traders’ holding were largely on the long 
side of the market. 

Extent and character of hedging 

The classification of these commitments shows that the bulk of the large 
traders’ commitments on the short side of the market was reported as hedging, 
whereas on the long side nearly all of the large traders’ commitments were re- 
ported as speculative. 

Table 8 shows that short hedging commitments rose, starting at the end of the 
planting season, reaching a peak near the end of the harvesting season in Sep- 
tember when late onions were being placed in storage. 

During the important marketing period (November to March), short hedging 
commitments showed a steady decline and were being replaced by a large propor- 
tion of speculative positions. In other words, during this critical period when 
onion futures contracts were maturing, the market became increasingly 
speculative. 

An illusration of this point is shown by table 9. On September 30, 1956, com- 
mitments of large traders reported as hedging accounted for 3.9 and 67.6 percent 
of the total long and short open contracts, respectively. Commitments of large 
traders reported as speculative accounted for 40.3 and 17.6 percent of the total 
long and short contracts, respectively. Small traders accounted for 55.8 and 
14.8 percent of the total open contracts, respectively. 

By January 31, 1957, these proportions had changed. Hedging commitments 
of large traders were 1.3 and 41.3 percent, respectively, of the total long and 
short open contracts. Speculative commitments of large traders accounted for 
33.2 percent of the long side and 24.7 percent of the short side, respectively, while 
small traders accounted for 65.5 percent of the long side and 34 percent of the 
short side, respectively. 

Further information on hedging was obtained in market surveys by the Com- 
modity Exchange Authority at stated intervals during the 1956-57 season. (See 
p. 14.) These surveys show that hedging was largest in the summer and early 
fall. However, after the harvesting period hedging diminished and by the 
important marketing period early in 1957 constituted a progressively smaller 
proportion of the futures market. 

The number hedging was small throughout the season and limited to a rela- 
tively few growers, shippers, and receivers. A considerable part of the reported 
short hedging commitments in the market was held by a very few large traders 
in connection with so-called financing contracts of cash onions, whereby carrying 
brokers undertook to carry futures contracts for the accounts of onion shippers 
or grwers in consideration of a fixed fee. There is no indication of any system- 
atic use of hedging in onion futures by the rank and file in the onion industry, 
such as would contribute stability to a futures market. The volume and charac- 
ter of hedging in onions did not warrant the conclusion that it played a significant 
part in the merchandising of onions. 

In hedging a perishable commodity such as onions, the supply of which is 
annually exhausted, short hedges may be placed against cash purchase contracts 
or anticipated production during the following crop year. Some cash positions 
covering onions to be produced in the spring and summer of 1957 were reported 
to the CEA. Any such hedging operations which were in the old crop futures 
(1957, February and March) would have necessitated, of course, lifting these 
hedges long before the cash onions were in existence. In this type of hedging 
there is likely to be little relationship between the price of the futures expiring 
early in 1957 and the price of the cash onions which would prevail 6 or more 
months later. 

While the definition of hedging in the Commodity Exchange Act permits the 
classification of these contracts in this manner, thus exempting them from specu- 
lative limits, their character and market effect is distinctly different from hedg- 
ing as practiced in the more storable commodities such as cotton and grain. 








34 ONIONS 


Trading and positions of large and small traders during February 1957 


Table 10 shows the daily trading of “large” and “small” traders in the Feb- 
ruary and March futures during the month of February 1957. An outstanding 
feature of the market as shown by these data is that during the month small 
traders accounted for the greater part of the trading in the heavily traded March 
future. For the month as a whole, small traders accounted for 71.4 percent of 
the purchases in the March future and 73.2 percent of the sales, and large traders 
the remaining proportions, 28.6 and 26.8 percent, respectively. With small trad- 
ers accounted for such a preponderant part of both the buying and selling in 
the market, presumably their trading was more of a price factor than that of 
the large traders. This is further indicated by the fact that small traders sold 
somewhat more than they bought, while large traders were buying more than 
they were selling. 

The number of reporting traders, as shown in table 8, varied considerably from 
day to day during February, indicating that the number reaching and leaving 
the large trader classification during the period of erratic price fluctuations was 
substantial. 

During February commitments of large and small traders also changed mate- 
rially. (See tables 8 and 9.) Large traders, whose speculative commitments 
were net long on January 31, switched their positions and became net short, 
as the price dropped in February. Short commitments of large traders reported 
as hedging were materially reduced. Small traders generally reduced their hold- 
ings on both the long and short sides of the market during February, but as table 
9 shows, accounted for an increasing percentage of the declining open interest. 


DELIVERIES ON FUTURES CONTRACTS 


Deliveries in settlement of futures contracts are an important factor in the 
determination of futures prices, particularly in onions. In the 1956 November 
future, the first delivery month of the 1956—57 season for Yellow Globe onions, 
there was a total of 40 carlots delivered in settlement of the 1956 November 
future, of which 34 carloads were initial deliveries and 6 redeliveries. In other 
words, 34 carlots settled 40 futures contracts. This compares with deliveries in 
settlement of the 1955 November future of 442 carlots, of which 401 were initia! 
deliveries and 41 redeliveries. 

In the 1957 January future there was a total of 169 carlots delivered as com- 
pared to 173 carlots in the 1956 January future. There were 65 carlots repre- 
senting initial deliveries in settlement of the 1957 January future and 104 carlots 
representing redeliveries. In other words, 65 carlots settled 169 contracts in the 
1957 January future. 

There were 149 carlots delivered on the 1957 February future of which 70 car- 
lots were initial deliveries and 79 carlots were redeliveries. In February, there- 
fore, 70 carlots settled positions of 149 contracts in this future. In February 
1956, 125 carlots were delivered. Most of the deliveries in February 1957 were 
made between February 4 and February 14 at a time when the cash market at 
Chicago was almost at a standstill and futures prices were fluctuating erratically. 
Investigation of the origin of the deliveries and the prices paid to obtain onions 
for delivery in settlement of the February future indicates that prices paid by 
the “shorts” were not out of line with the prices prevailing for cash onions in 
February. 

Deliveries in settlement of the 1957 March future totaled 257 carlots. There 
were 86 carlots representing intial deliveries and 171 carlots representing rede- 
liveries, Therefore, 86 carlots of onions settled 257 futures contracts. In March, 
the price of the March future fluctuated between $0.85 and $1.60 a sack, with 
quotations during the closing days of the future reflecting a substantial recovery 
from the lows recorded in February and early March. In the 1956 March future 
there were 533 carlots delivered, of which 171 carlots represented initial deliv- 
eries and 362 carlots represented redeliveries. 

All deliveries in settlement of futures maturing in the 1956-57 season were 
track deliveries, with no deliveries from cold-storage warehouses. Warehouse 
deliveries carry an allowance by the deliverer of 25 cents a sack. 

Total deliveries for the 1956-57 season thus totaled 615 ecarlots in all futures, 
considerably below the deliveries in the previous 1955-56 season amounting to 
1,273 carlots. 
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1956-57 SEASON COMPARED TO 1955-56 


Market factors in the 1956-57 season differed greatly from those in the 1955-56 
season. The general price picture this season, as is shown in chart 1, is one ofa 
rather stable and gradually rising market during most of the period from August 
1956 to January 18,1957. Between January 18 and February 1, 1957, onion prices 
rose rapidly, but from February 4 until March 6 the course of prices was abruptly 
downward. 

An almost opposite situation occurred in the corresponding period of the pre- 
vious season when prices showed an almost continuous decline from August 1955 
to March 1956, reaching the lowest level of onion futures prices on record of 10 
cents a sack. 

Prices received by farmers in the 1956-57 season were erratic. From an 
average of $1.80 a sack in August 1956 prices fell to $0.85 in October and 
November and then advanced, reaching $1.28 in February 1957. This price 
movement was contrary to that of the previous season when prices advanced in 
the August—November 1955 period, then declined steadily through February 1956. 
The following tabulation shows prices received by farmers from August through 
March 1955-56 and 1956-57, as reported by Crop Reporting Board of the Agri- 
cultural Marketing Service. 


In dollars per 50-pound sack 


Month 1955-56 | 1956-57 Month 1955-56 1956-57 
— ; : te , —— | —____— 
| | 
August. i , 11.05 | 1.80 || December- -- 11.20 | 0. 95 
September 14.15 .95 || January 1.10 1.10 
October 11.25 85 February 1.90 | 1. 28 
November-.-- 1. 30 


. 85 March-._..-- 1.95 | 21.35 
| Revised. 

2 March 1-15. 

Nore.—The Agricultural Marketing Service publishes annual average prices received by farmers for 
late summer onions but does not compute monthly average prices. The above monthly prices are those 
received for the combined early, intermediate, and late onion crops. However, the marketing season for 
the early and intermediate onion crops is confined almost entirely to the months of April through July. 
Practically all the late onions are marketed in the months of August through March. 

Source: AMS, Agricultural Prices, supplement No. 1, entitled ‘‘Commercial Vegetables and Straw- 
berries: Monthly Prices for Fresh Market, 1924-56,’’ issued February 1957; and Agricultural Prices, 
monthly issues for January, February, and March 1957. 


It was represented in the 1955-56 season that the extreme and unprecedented 
drop which occurred in the March 1956 futures price was largely the result of 
the accumulation of heavy stocks of onions in cold storage at Chicago. A com- 
parison of stocks at Chicago between 1955-56 and 1956-57 does not indicate that 
eold storage stocks were much of a factor in the price decline in February 1957, 
as stocks were much smaller this year than last. In other words, there were no 
large stocks of cold-storage onions at Chicago overhanging the market. A 
comparison of onion stocks in cold storage at Chicago in the 1955-56 season with 
those in 1956-57, as reported by the Chicago Mercantile Exchange, are shown, 
semimonthly, in the following tabulation : 


In carlots 


Date 1955-56 Date | 1956-57 
Nov. 14, 1955 353 Nov. 13, 1956 | 54 
Nov. 28, 1955 465 Nov. 26, 1956 | 59 
Dec. 12, 1955 557 Dee. 17, 1956 R2 
Dec, 27, 1955 561 Dec. 26, 1956 87 
Jan. 16, 1956 519 Jan. 14, 1957 99 
Jan. 30, 1956 168 Jan. 28, 1957 102 
Feb. 13, 1956 139 Feb. 11. 1957 102 
Feb. 27, 1956 387 Feb. 25, 1957 103 
Mar. 12, 1956 293 || Mar. 11, 1957 103 
Mar. 26, 1956 191 Mar. 25, 1957 } 117 


As indicated in the section on deliveries, during the 1956-57 season, there 
were no futures contracts settled by deliveries from cold-storage warehouses. 

It was recognized early in the 1956-57 season that the supply of late onions 
would be ample. There was trade comment, however, that the keeping quality 
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of the 1956 crop was not as good as the 1955 crop. The larger than average 
disappearance of onions to January 1, 1957, already discussed, followed by the 
Jarger than average disappearance of onions in January 1957, set the stage for 
the buildup of speculative activity in onion futures resulting in the erratic price 
movements from mid-January through March. 


TABLE 1.—Onion futures: High, low, and closing prices of the 1957 February and 
March futures, on the Chicago Mercantile Exchange, by days, Jan. 15—Mar. 22, 
1957 


{In dollars per 50-pound sack] 

















| 
| 1957 February | 1957 March 
Date | ae a Sa 
| High Low Close High Low Close 
é alt . —| -|————__|—— scion fdacldacecaacaleall 
1957 

Jan. 15 eae | 1.19 63 1 1.13 1.31 |} 1, 23 1. 23 
Jan. 16 1.17 1.10 | 1.10 | 1. 28 1.19 | 1.19 
Jan. 17 | 1.13 | 110} 1.11-1.12 | 1. 22 119} 1,21-1.22 
a ‘ aaal 1.10 1.07 | 1.10 1. 23 | 115] 1.17-1.18 
Jan, 21_. } 1. 20 1.14 1.15 | 1. 34 1.22] 1.24-1.23 
Jan. 22 1. 25 1.17 1. 23 | 1. 35 1. 23 | 1. 33 
Jan. 23 ies 1, 34 1,25 | 1.33-1. 32 | 1. 44 1.35] 1.42-1.43 
Jan. 24 ‘ | 1.35 | 1. 27 1. 33 1.45 1. 36 | 1. 40 
Jan, 25 en cael 1. 47 | 1.33 | 1.46-1.47 | 1. 53 1.39] 1.52-1.53 
Jan. 28 1. 65 | 1.47 1. 63 | 1. 76 1.54) 1.72-1.74 
Jan. 29 1. 67 | 1. 55 | 1. 55 1. 80 1.66} 1. 68-1. 67 
Jan. 30 ¥ ‘ Jal 1. 59 | 1. 52 1. 55-1. 54 | 1.74 | 1.64] 1,691.68 
Jan. 31 | 1. 57 1.50 | 1. 53-1. 54 | 1.73 | 1.64] 1.69-1.70 
Feb. 1... ‘ | 1. 85 1.55 | 1.85-1.84 2. 09 1.70} 2.04-2.07 
Feb. 4__. 1.91 | 1.60 | 1. 60 2. 20 | 1.95 | 1. 96-1. 95 
Feb. 5... 1. 80 1. 63 | 1. 69 | 2.14 1.94 | 2.01-2.02 
Feb. 6... 1. 61 1. 54 | 1. 54 | 1.99 1, 84 1, 85-1. 87 
Feb. 7... 1. 42 | 1, 28 | 11. 32-1. 33 | 1.81 | 1.46] 1.55-1.59 
Feb. 8__- 1. 38 | 1. 30 | 1. 30 | 1. 64 1.45} 1.47-1.45 
Ved. 11...... ‘i | 1. 25 1.16 | 1. 22 | 1. 40 125] 1.32-1.34 
Feb. 12... ‘ — 1. 23 1.19 | ! 1. 23-1. 25 1. 39 1. 30 | 1. 37 
 } aael 1.21 | 1.10 | 1.10 | 1. 38 | 1.19} 1,191.21 
Feb. 14_-- 1. 20 | 95 | 1.95-1.20 | 1. 22 | 1.10 | 1. 22 
Feb. 15..----- 21.18 1. 20 1.13} 1.16-1.17 
WU Boca ann : 1.21 | 1,15 1.15 1. 29 1.13 | 1. 16-1. 14 
oS) 1.10 | 1. 10 | 1.10 | 1.10 1.01 |] 1.04-1.03 
NE OD aca wisi . ‘ 231.10 | 1. 08 1.01 | 1.07-1.06 
NN Wis cian | 1. 06 98 | 99 
Feb, 25... | 96 R7 go 
Feb. 26__- 1.01 89 OS 
Feb. 27_..-- : Rahat 1.15 99} 1.11-1.10 
ya | | 1.15 | 1.05 1. 12-1. 13 
Mar. 1 . osel | 1.18 | 1.06] 1.07-1.08 
Mar. 4 | 1.13 | 93 .94- .93 
Mar. 5. | | 1.02 .90 | = 1..01-1.00 
Mar. 6 98 . 85 R5- 86 
Mar. 7 99 86|  .93- .92 
Mar. 8 99 | .94| .97-.98 
Mar. 11...-- teas | 97 | 91 | .94- .93 
Mar. 12 | 1. 00 91 .98- .99 
Mar. 13 1.03 | 98 | 99-1. 01 
Mar. 14 | | 1. O8 1.01 1. 06 
Mar. 15 21 1.05 1.05 
Mar. 18 111 1.07 | 111 
Mar. 19 1. 23 1.13 1.17 
Mar. 20--- | 1,32 119} 1.30-1.32 
Mar. 21..... ela ainsi 1. 57 1.42 1, 55-1. 57 
Mar. 22 | 1. 60 1.50 | 31, 58-1. 60 


1 Bid price. 
2 Settlement price. 
3 Last trading day. 
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TABLE 2.—Onions, late summer: Estimated production and stocks of onions in 
storage on Jan. 1 and Feb. 1, 1951-52—1956-57 


[In thousands of 50-pound sacks] 





| 

| U. 8. Department of National Onion Association 

| Agriculture 

Crop year | | | | 

Storage Disap- | Stockson hand | Indicated 

| Produc- stocks peeenee fa ag January 

| tion Jan.1 | to Jan. 1} disap- 

Jan.1 | Feb.1 pearance 
1951-52 ; ; 31, 890 8,534 | 23,356) 6,395] 3,691 | 2, 704 
1952-53... ‘ae 29, 706 7, 610 | 22, 096 6, 778 3, 685 3, 093 
1953-54... _. 7 --| © 12, 652 24, 170 2, 529 9, 061 | 3, 468 
1954-55-_-.- . } 34, 030 9, 996 24, 034 9, 613 | 5, 962 | 3, 651 
1955-56. .--| 32,084 8, 940 23, 144 | 8, 177 4,931 | 3, 246 
1956-57 __. ws 35, 536 9,456 | 26,080 9, 172 4, 826 4, 346 
5-year average (1951-52—1955-56) ...| 32,906 9, 546 23, 360 8, 698 5, 466 | 3, 232 


Source: USDA, AMS Crop Reporting Board report, Onion Stocks, Jan. 1, 1957, and National Onio 
Association report, Stocks on Hand, Jan. 1, 1957, and Feb. 1, 1957. n 


TABLE 3.—Onion futures: Long and short commitments of reporting and non- 
reporting traders on the Chicago Mercantile Exchange, Jan. 15 and $1, 1957 


[In carlots] 








Jan. 15,1957 | Jan. 31,1957 | Net change 
Class -s 5S ee eee 
| 
Long | Short | Long | Short Long | Short 
Large traders: ! | | 
Speculative: | 
Long or short only _. | 1,004 | 895 | 977 702 | —27 —193 
Long and short (spreading | 198 | 198 105 105 —93 —93 
Total | 1,202] 1,093 1,082 807| —120| —286 
Hedging _ | 116] 1,739 42| 1,346| —74| —393 
Total reporting __- } 1,318] 2,832} 1,124] 2,153} —194| —679 
Small traders: 2? Speculative and hedging | 2, 543 1,029 2, 136 1,107 | —407 | +78 
Total open contracts - 3,861 | 3,861 3,260 | 3,260} —601 —601 
Percent of total open contracts held by | | | | 
Large traders. _- 34. 1 73.3 34.5 66. 0 +0. 4 —7.3 
Small traders | 65.9 | 26.7/ 65.5) 340] —.4 | +73 
| I t 





1 Reporting traders holding 25 carlots or more in 1 future on 1 market. 
2 Reports classifying positions are not received from small traders. ‘Their commitments are derived by 
subtracting reporting traders’ commitments from total open contracts. 
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Taste 4.—Onion futures: Commitments of reporting and nonreporting traders 
on the Chicago Mercantile Exchange, Jan. 15 and 31, 1957, and “net” 
trading by type of trade reflecting changes in commitments between Jan, 15 
and 31, 1957 

{In carlots] 


| 




























































































| 
Commitments | Commitments Change | “Net” trading by type of trade 
on Jan. 15 on Jan. 31 | between Jan. 15 and 31 
Class bee Lat alll ee stenaeness eta oie ett 
! i 
| New | Covering| New Liqui- 
Long | Short | Long | Short | Long | Short | buying pur- selling | dating 
| chases | sales 
| 1 | 
1957 JANUARY 
| l | | | ~ Oe Taal 
Large traders: | 
Speculative _- 194 | 69 —194| —69 69 194 
Hedging... -- 22 | 59 } —22} —59 59 22 
Small traders_ - 2 90 | | —2 —90 90 2 
Total_... 218 | Si: patios: ~ms —218 | Sistas ; ens eee i 218 
| | ' 
1957 FEBRUARY 
Ee T Se ee 
Large traders: | 
Speculative..| 318 296 198 | (94| —120 0 | —202| 145 | 210 | 8 | 265 
Hedging =o 72 532 |-- 209 - | —323 | | 323 |-- 7 
Small traders 647| 29} 219) 114 ] “a } 95 f22222227] i kn 428 
Pp cenaee eee geenininepar eae ee | sae Aces | —_—_—__—__ ee eee . 
‘7 een... 1, 037 1, 037 417 417 | —620 | —620 145 | 628 | 8 765 
{ 1 
1957 MARCH 
——— se : ea os ae. Ce a eee 
Large traders: | 
Speculative - - 690 725 | 884 | 712 +194 | —13 554 71 358 360 
Hedging - -- -- 22 1, 139 42! 1,101 +20 —38 20 312 274 
Small traders...| 1,875 723 | 1,869) 982 =O | Seen | ..-..<|2-.---- 259 6 
— ——__—__-| ——-——_ = = = ——)| eee a — — 
Total..... 2,587 | 2,587 | 2,795 | 2,795 +208 | 4208 | 574 683 | 801 366 
1957 NOVEMBER 
| | , ud BB 
Large traders:_. | | 
Speculative -_|_.-.-- Sie 1] ~2 2 | ~s--|-- : 
Hedging - --.-- aiicaal  tnaian | 36 | +27 | se ee j 27 
Small traders. - 19 | 7 | 48 11 +29 | +4 | DB Tocco tous 4 : 
_ \— - ED a -|— — — — 
Total....... 19} 19] 48 | 48| +29 =| +2) 2 2 31 
Ss — 
TOTAL ALL FUTURES 
| a 4 | aa = ee 7 ee ee 
Large traders: | | | 
Speculative..| 1,202 | 1,093} 1,082 807 | —120| —286 699 | 652 366 819 
Hedging. ---- 116 | 1,739 42 ! 1,346 | —74} —393 20 694 301 94 
Small traders..|} 2, 543 | 1,029 2, 136 1, 107 - —407 | +78 29 185 263 436 
pipes | 748 | 11, 531 | 930 | 1 1,349 


Total | 3,861 | 3,861 | 3, 260 | 3, 280 | 601 | —601 


i 








1 Includes 13 carlots delivered in settlement of futures contracts. 


Note.—Trading of small traders as shown reflects the change in open commitments of this group between 
Jan. 15 and 31 and is not an actual determination of the type of trading such as is possible for large 
traders, as the latter’s commitments are reported separately whereas small traders’ positions are derived 
and thus are compared in the aggregate. 
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TaBLE 5.—Onion futures: Trading in the 1957 February and March futures on 
the Chicago Mercantile Exchange, by type, Feb. 1, 1957 


(Trading in carlots] 


Total 
Cover- In-and- F: eee) 
New | _ ing New | Liqui-| out 
Classification buying} pur- selling | dating | trades | Num- 
| chases | sales | (1 side ber Pur- | Sales 
only) of ac chases | 
counts 
| 
| 
FEBRUARY FUTURE 
Speculative 87 43 | 15 94 84 48 214 | 193 
Hedging 10 | 62 21 57 13 15 85 | 91 
Total 97 105 36 | 151 97 63 299 | 284 
Trades not classified ‘ ‘ 13 | 28 
Total trading Senne al { 312 312 
MARCH FUTURE 
Specul itive a 401 425 213 559 1, 126 282 1, 952 1, 898 
Hedging “8 ‘ 35 174 4] 78 86 22 295 | 205 
Total ‘ 436 599 254 | 637 1, 212 304 2,247 | 2,103 
Trades not classified | 202 | 346 
Total trading = | ‘ 2,449 | 2,449 
TOTAL FEBRUARY AND MARCH FUTURES 

Speculative....-- ‘ 488 468 228 | 653 1, 210 330 | 2, 166 2, 091 
Hedging oe ‘ ; 45 236 62 135 QY 37 380 296 
Tete... ; 7 | 533] 704 290 788 | 1,309 367 | 2,546 | 2,387 
Trades not classified__....._..-- } 3 ; | ; = 215 | 374 
| fatenitnannneses hone chien aa : - scinieidtiaia 
Total trading..__..-- aS ‘cel nurs raya da cient nlp SRE Te 
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TasLeE 6.—Onion futures: Trading in the 1957 February and March futures on 
the Chicago Mercantile Exchange, by type, Feb. 7, 1957 


[Trading in carlots] 





















































| | | Total 
Cover- In-and- Salar eT 
New ing New | Liqui-| out | | 
Classification buying | yur- | selling | dating | trades | Num- | : 
| chases sales | (lside} ber Pur- | Sales 
| | only) | of ac- | chases | 
| | counts | 
| | | | | } 
FEBRUARY FUTURE 
hee Ree aah Eek ala 
Speculative-____-.- 5 ce 22 | 10 18 13 | 32 | 18 
MEN int ic ee 15 | 4] | 6 
aii hicaiminintn atietbsh | 2) 21 | DD boccscens 7} 43 | 33 
Trades not classified _- ant ‘ i 1 ll 
Total trading............. cael Ginnie | ceidninelenidatass | ---| er 44 | 44 
| ! | 
MARCH FUTURE 
aii — aa — vices 
IN os cnc pndincnunsdabaneene 579 | 340 | 487 633 1, 568 | | 358 | 3. = gt] 2, 685 
I ON as a 25| 185 102 20| 110 232 
Oh cncikbicisas | es} 525} 589 | 653 | 1,675 | 381 a 2, 304 | 2,917 
Trades not classified...............- | — tea ae ” 362 
Total trading...........- neni --|-- i: : ..| 3,279 | 3,279 
| ' | 
TOTAL FEBRUARY AND MARCH FUTURES 
Speculative.....__. ssditlbebiaithid 601| 350| 487 7 | 651| 1,565| 371] 2,516! 2,703 
ls icdiatviasuinvnnedndl 25 196 102 | 35 110 27 331 | 247 
Si iiscciseean ds 626 | 546| 589) 686) 1,675] 398] 2,847 | 2,950 
Trades not classified............----| Scales aakeetes |. | 476 | 373 
Total trading.............----- ls sinieloentts -. italic — 8,323 | 3,323 
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TABLE 7.—Onions: Closing price, 1957 February and March futures, Chicago 
Mercantile Exchange, and cash price, Yellow Globe onions, U. 8. No. 1, Chicago 
and f. 0. b. west Michigan points, by days, Jan. 2—Mar. 22, 1957 


[Dollars per 50-pound sack] 

















! | } | 
Futures price ! | Cash price 3 | | Futures price ! | Cash price # 
Date { | Date | 

| Feb- | March; Chi- | Michi- | Feb- | March! Chi- | Michi- 

| ruary | cago | gan‘ || | ruary cago? | gan‘ 
See eS Oe ee ee ee - ve } 

1957 | 1957 
| } | | | 

ek Bi a oe 1.12| 1.26 / 1.00] 1.08 || Feb. 12......-...] 51.25 1.37| 1.40] 1, 55 
Jan. 3... 1.15} 1.28| 1.02] 1.08]; Feb.13..--------| 1.10] 1.20] 1.30] 1.80 
Jan. 4._-- 1.16] 1.30} | 1.08 || Feb. 14.....-_- 11.901 12 1. 25 | 1. 32 
Jan. 7. ie 118!/ 1.32 1.05 1.10 || Feb. 15__.- 61.18] 1.16 1.32 
Jan. 8.....------| 1.19] 1.32} 1.10] SR Pes Wiccan 1.15 2 1. 22 
PC ccccasonst iat ae ae : | 1.20 li Pew: W6......-.... 1.10 1. 04 = 1. 20 
Jan. 10... of - ken Bael | LI wee, 2... iach), Lelie 1. 20 
7 tt ee SS CA TO Ee cheer henesacact x esa 1. 20 
Se |} 1.16 1.26} 1.10 52 TE Theis Migwansannns dt SE 1,10 
Jan. 15_- cue eee) eM Ta L139 Pew. M..........1 ; 98 | : 1,10 
Se ect eee ee 1.10 1.15 || Feb. 27.... 1.10 5 1.10 
| | 212] 122) 1.12] 1.15 || Feb. 28... 1.12 | 1.10 
Jan. 18.- | Bw? Biel Le EO 1h BE s Rdkenincassnies 1. 08 1.15 
Jan. 21_- i 2) ia 1.15 193 i) Bae. 4,....-.; et 94 E 1.10 
Jan. 22.. 1. 23 | 1. 33 | 1. 30 Mar. 5... LoL | 1.05 
Jan. 23-- 1.32} 1.42 1.38 || Mar. 6 ees | 1.08 
Pe Ma eccca 1.33 | 1.40 ail 1.38 |) Mar. 7.......... ; 92 1. 00 1.10 
Jan. 25.. <3 1. 46 1. 52 1.38 || Mar. 8...-.- ra .98 | . 95 | 1.10 
oS") ae ee ae 1.65 || Mar. 11_...- Be cost 94} .90 1.12 
Jan. 29... | Bt Eel 1.8 1.70 || Mar. 12_...- : ras oC 1.10 
Jan. 30.--- 1. 54 1. 68 1. 50 1.72 || Mar. 13_..- 1.00 1,12 
ee. a 1.54| 1.70| 1.60 1.72 || Mar. 14__- 106 |........| Los 
Feb. 1_.- 1.84 | 2.06 1.82 |} Mar. 15... ns 1.05 . 1. 08 
Feb. 4... 1. 60 1. 96 1.98 || Mar. 18... | Lil mri 1.08 
Feb. 5... |} 1.69) 2.02 = 1.98 || Mar. 19__- 1.17 1.12 1.10 
Feb. 6__- | 1.54] 1.86 1.92 || Mar. 20_- 1.31 1. 25 | 1.10 
Feb. 7... 61.33} 1.57 1. 60 | 1.72 || Mar. 21... 1. 56 1. 50 | 1.10 
Feb. 8... 1, 30 1. 46 170 i) eee, See 71.59 1. 60 | 1. 25 
Feb. 1i_... 1.22} 1.33| 1.30 1. 60 


; imcloneenal 


1 For dates on which closing ranges were reported, prices shown are averages. 
2 Midpoint of daily range. 

3 Carlot track sales only. 

4 Carlot and truckload sales f. o. b. west Michigan shipping points, 70 percent 2 inch and larger. 
§ Bid price. 

6 Settlement price. 

7 Last trading day. 


Source: Cash prices—Agricultural Marketing Service, Fruit and Vegetable Division, Daily Fresh Fruit 
and Vegetable Market News Reports, Chicago, Il. 
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TaBLeE 8.—Onion futures: Total open contracts and commitments of reporting 
and nonreporting traders, Chicago Mercantile Exchange, end of month, March 
1956—January 1957, and by days, Feb. 1-28, 1957 


Date 


May 31.- 
SE Sis cise nouts | 
Sle nccecocmans 
Aug. 31 
a 
i aes | 
Nov. 30.-- So ae 
Dec. 31-_.-- 





MON 2252 Jo decwwanl 
Feb. 13 
Feb. 
Feb. 5 
Feb. 6 
Feb. 7 
Feb. 
Feb. 
Feb. 
Feb. 
Feb. 
Feb. 
Feb. 
Feb. 
Feb. 
i 
a aes al 
Feb. ae 
I I tia cccacanccca 
Feb. 


Total 
open 
con- 


tracts 


PPP PPP Primer 


897 


905 


800 


729 
608 
632 
640 
2, 271 
2, 267 
2, 190 
1, 750 


PENNE NNHNNNNNHNS 


1, 647 | 
1, 462 | 
1, 437 | 


, 260 | 
840 | 


948 | 
990 | 


874 | 


918 | 


Nonreporting 
(small) traders’ 
speculative 
and hedging 
commitments ? 


Long | Short 











804 301 
1, 095 340 
1, 197 | 498 | 

| 1,633 640 
2, 482 859 
2, 312 685 
2, 80£ 744 
‘ 726 

} 3,051 | 1,014 } 

| 2,724 | 713 

| 

| 
2,136 | 1,107 | 
2,013 | 1,051 | 

| 2,109] 1,142 | 
2,170 | 1, 284 
2,289 | 1,212 

;} 2,217; 1,005 

| 2,236 913 
2, 168 826 

| 2, 215 983 
2, O82 827 

| 2015] 869 

|} 2,055 859 | 
2, 061 S85 

| 1,744] 740 
1, 750 | 767 

| 1,649 739 

| 1,339 | 550 | 
1, 267 | 610 
1, 189 | 562 
1,103 | 672 


1 Reporting traders holding 25 carlots or more in 1 future on 1 market. 
2 Derived by subtracting reporting traders’ commitments from total open contracts, 
3 Beginning Feb. 1, data are for 1957 February and March futures only. 


{Commitments in carlots] 


Reporting (large) traders’ commitments 
reported as—! 





a i el ae hh alas eed | Num- 
ber of 
Speculative traders 
(including Hedging Total | report- 
spreading) | ing 
| 
Long | Short | Long | Short Long | Short 
} 
| | 
212 152 | 25 588 237 740 8 
370 270 25 R80 | 395 | 1,150 | 15 
714 452 | 57 | 1,018 771 | 1,470 25 
1, 056 665 52 } 1, 436 1, 108 2, 101 32 
1, 648 854 67 | 2,434 1,715 | 3, 288 | 39 
1, 904 772 215 | 2,974 2,119 3, 746 | 49 
2, 026 883 199 3, 403 2, 225 4, 286 | 52 
1,543 | 806 124 | 2,773 | 1,667] 3,579 50 
1, 336 897 124 2, 600 | 460 | 3,497 41 
1, 526 1, 337 87 | 2,287 | 1,613 | 3,624 44 
| 
1, 082 807 42 1, 346 1 2, 153 | 46 
785 605 | 42 | 1,184 1, 789 | 47 
761 615 27 | 1,140 1, 755 | 38 
758 625 | 20 | 1,039 1, 664 | 40 
676 730 | 25 | 1,048 1,778 | 41 
671 841 | 17| 1,059 1, 900 | 48 
621 894 | 17 | 1,067 1, 961 41 
615 976 17 | 99s 1, 974 39 
686 921 17 1,014 | 1, 935 | 37 
630 1, 037 17 | 865 1, 902 | 38 
576 789 17 | 950 1, 739 33 
577 | 860 | 0 | 913 1,773 | 32 
579 891 0 &ti4 1, 755 | 34 
527 | 804 0} 727 1, 531 | 34 
517 789 | O° ° ar] 1, 500 | 30 
541 823 0 628 | 1,451 31 
411 659 | 0 | 541 | 1, 200 32 
380 488 | 0 | 549 1, 037 | 28 
266 | 383 7 | 517 | 900 | 24 
327 | 276 | 7 489 765 22 


| 
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TABLE 9.—Onion futures: Commitments of reporting and nonreporting traders 
as percentage of total open contracts, Chicago Mercantile Exchange, end of 
month, March 1956—January 1957, and by days, Feb. 1-28, 1957 


[Percent] 


| Reporting (large) traders’ commitments 
Nonreporting | reported as 

| (small) traders’ 
| Total | speculative 








Date |} open | and hedging | Speculative 
| con- | commitments ? | (including | Hedging Total 
tracts | spreading) 
| — —_ a 
| | j 
| Long | Short | Long | Short | Long Short Long Short 
= |- 
1956 | | 
Mar. 3l- 100 77.2 28.9 | 20.4 | 14.6 2.4 56. 5 22.8 71.1 
Apr. 30_-- 100 73.5 22.8 24.8 18. 1 1.7 59. 1 26.5 77.2 
May 31 | 100 | 60.8] 25.3) 36.3 23. 0 2.9 51.7 39. 2 74.7 
June 30--- 100 | 59.6 23.3 | 38.5 24.3 | 1.9 52.4 40.4 | 76.7 
July 31 100} 58.7| 20.7] 39.7] 20.6 1.6 58. 7 41.3 79.3 
| EE 100 52.2; 15.5] 43.0] 17.4 4.8 67.1 47.8 84.5 
Sept. 30 ‘ 100 55. 8 14.8 40.3 17.6 3.9 67.6 44.2 85. 2 
Oct. 31 ; 100 61.3} 16.9] 35.8] 18.7] 2.9 64. 4 38.7 | 83. 1 
Nov. 30- 100 | 67.6 22.5 | 29.6 19.9 | 2.8 57.6 32. 4 | 77.5 
Dec. 31. -.- 100 62.8 16.5] 35.2] 30.8 2.0 52. 7 37.2 | 83. 5 
1957 
Jan. 31 : 100 65.5 | 34.0] 24.7 1.3 41.3 34. 5 | 66. 0 
Feb. 1 3. 100 70.9 37.0 | 21.3 1.5 41.7 29.1 | 63. 0 
Feb. 4--- 100 | 72.8) 39.4} 21.2 4 39.4 27.2 | 60. 6 
Feb. 6...- 100 | 73.6| 43.6] 21.2 7 35.2 | 26.4 | 56.4 
Feb. 6... 100 76. 6 40. 5 24.4 s 35. 1 23. 4 | 59. 5 
Feb. 7 100 76.3 34.6 28.9 | 6 36. 5 23.7} 65.4 
Feb. 8... 100} 77.8] 31.8] 31.1 | 6| 37.1] 222) 682 
Feb. 11_--- 100 77.4) 29.5 34.9 6 35.6} 22.6} 70.5 
SS ae 100} 75.9} 33.7 f 31.6 f 34.7 24.1 | 66. 3 
Feb. 13.- 100 | 76.3| 30.3! 231{| 38.0 6| 31.7 23.7 69.7 
Feb. 14__- 100! 77.3] 333} 221] 30.3 6 36. 4 22.7 66.7 
Feb. 15 100 | 78.1 32.6 21.9! 32.7 0 34. 7 21.9 67.4 
Feb. 18_-- 100 78. 1 33.5 21.9} 33.8 0 32.7 21.9 | 66. 5 
Feb. 19__- 100 76.8] 32.6| 23.2| 35.4] 0 32.0 23. 2 | 67.4 
Feb. 20 100 7.31 @81 ws 34.8 0 31.4 22.8 | 66. 2 
Feb. 21-__- 100 75.3) 33.7) 2.71 37.6 0 28.7 24.7 | 66. 3 
Feb. 25-_-- 100 76. 5 31.4 23.5 37.7 0 30.9 23. 5 | 68. 6 
Feb. 26-. 100 76.9} 37.0} 23.1 29.6 0 33. 23.1 | 63. 0 
Feb. 27. -- 100 81.3 38.4 |} 18.2 26. 2 | j 35. 4 18.7 | 61.6 
Feb. 28... 100 76.7 46.8 22. 8 19. 2 34.0} 23.3] 53.2 
| | { 


1 Reporting traders holding 25 carlots or more in 1 future on 1 market. 
2 Derived by subtracting reporting traders’ commitments from total open contracts. 
3 Beginning Feb. 1, data are for 1957 February and March futures only. 


94812—57——-4 
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TABLE 10.—Onion futures: Transactions of reporting and nonreporting traders 
in the February and March 1957 futures, on the Chicago Mercantile Evx- 
change, by days, Jan. 31—Feb. 28, 1957 


Feb. 
Feb. 
Feb. 
Feb. 


Feb. 


Date 


Total or average. ___..---| 




















2 Traders holding 25 carlots or more in 1 future on 1 market. 


he 


=> 
o. 


4. 








[Carlots] 
Giaeibanies 
Transactions of Transactions of reporting (large) 
nonreporting traders 2 
(small) traders ! 
Total | a a a a 
volume | l 
of trad- | | | Percent of total 
ing | volume of trading 
{Purchases} Sales |Purchases} Sales |___ Gad 
| \Purchases| Sales 
| | | 
FEBRUARY FUTURE 
| | | | 
| | | | 
184 | 93 | 125 | 91 | 59 49. 5 | 32.1 
312 | 170 | 190 | 142 122 | 45. 5 | 39. 1 
192 113 | 100 | 79 | 92 | 41.1 | 47.9 
219 59 lll 160 | 108 | 73.1 | 49.3 
56 | 33 52 23 4 41.1 | 7.1 
44 29 | 43 15 | 1 | 34.1 2.3 
72 | 28 | 36 44 36 61.1 | 50. 0 
18 | 12 7 | 6 11 33.3 | 61.1 
6 6 0 2 0 | 33.3 
2 | 19 9 3 13 13.6 59. 1 
7 | 7 | 1 | 0 6 0 85.7 
0 | 0 | 0 | 0 | 0 0 | 0 
3 | 2 | 2 | 1 | 1 33.3 | 33.3 
2 | 2 0 0 2 ~ 100.0 
| Expired 0 0 | 0 0 0 0 
1, 137 | 573 680 | 564 457 49. 6 | 40. 2 
MARCH FUTURE 
744 512 510 | 232 234 | 31.2 | 31.5 
2, 449 1, 643 | 1, 632 | 806 817 | 32.9 33.4 
1, 790 | 1, 376 1, 352 414 | 438 | 23.1 24.5 
1, 816 | 1, 339 | 1, 355 477 | 461 | 26.3 25. 4 
1, 437 | 1, 160 1, 061 277 | 376 | 19.3 26. 2 
3,279) 2,263} 2,179} 1,016} 1,100] 31.0 33. 5 
1, 161 913 767 | 248 | 394 | 21.4 | 33.9 
1, 006 688 | 683 | 318 | 323 | 31.6 | 32.1 
724 | 501 | 507 223 | 217 | 30.8 30.0 
1, 181 | 815 | 886 366 295 | 31.0 25. 0 
966 | 761 | 791 205 75 | 21.2 18. 1 
400 328 205 | 72 105 | 18.0 | 26. 2 
729 637 | 604 | 92 125 | 12.6 | 17.1 
1, 271 927 | 1,052 344 | 219| 27.1 | 17.2 
383 330 334 53 49 | 13.8 12.8 
674 | 455 | 549 219 | 125 | 32.5 18. 5 
873 | 474 | 622 | 399 | 251 | 45.7 28.8 
586 296 | 433 290 | 153 | 49. 5 26. 1 
935 625 658 310 | 277 | 33. 2 29. 6 
926 | 624 798 302 128 | 32.6 | 13.8 
23, 330 16, 667 17, 068 | 6, 663 6, 262 | 28. 6 | 26.8 


1 Derived by subtracting reporting traders’ purchases and sales from total volume of trading. 


PREVIOUS RELEASES AND REPORTS ON ONION FuTURES TRADING 


Onion statistics containing 66 tabulations and charts presented as exhibits 
at a hearing before the Commodity Exchange Commission in Chicago on April 10, 
1956, in connection with the establishment of limits on speculative trading and 
positions in onion futures. 
2. Complaint and notice of hearing dated June 18, 1956, in CEA docket 73. 
Futures Trading in Onions—A 72-page booklet of statistical historical, and 
background material released December 1956. 


Onion Futures: 


change, September 30, 1955. 


Survey of Open Contracts on the Chicago Mercantile Ex- 
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5. Onion Futures: Survey of Open Contracts on the Chicago Mercantile Ex- 
change, May 31, 1956. 

6. Onion Futures: Survey of Open Contracts on the Chicago Mercantile Ex- 
change, August 31, 1956. 

7. Onion Futures: Survey of Open Contracts on the Chicago Mercantile Ex- 
change, October 31, 1956. 

8. Onion Futures: Survey of Open Contracts on the Chicago Mercantile Ex- 
change, December 31, 1956. 

Mr. Baenety. Mr. Chairman, at the outset I might say that this re- 
port of January and March 1957, is designed to complete for that crop 
year our continuing observation of the market. It relates mainly to 
the price gyrations that are referred to on the chart on the board there, 
and it is an attempt to determine whether there was market manipula- 
tion or what did cause those price movements. 

Mr. Hermpurcer. That is the same chart that appears on page 12 of 
the report; is it not? 

Mr. Baeneuy. That is the same chart, except that the one on the 
board goes back a little bit further. The chart on page 12 begins with 
January 1 and the one on the board carries back to October, Novem- 
ber, and December. 

Mr. Hermpurcer. And that was in order to take in the whole area 
of time covered by the movements of the main onion crop? 

Mr. Bacneti. The whole important marketing season for the 1956 
late crop. 

This first table is intended mainly, Mr. Chairman, as a matter of 
reference and record, and it shows the futures price movements from 
mid-January. We picked mid-January because that is the time when 
the Department report came out, on January 1 stocks, which we feel 
is the starting point for the bullish enthusiasm that prevailed for the 
next couple of weeks but which then was reversed into temporary 
bearishness and then went back into bullishness. 

In that connection, I think that Mr. Johnson was commenting on 
the probable reason for the reversal of the trend. 

We see that in many markets, that whenever the price moves sharply 
in one direction the pendulum then swings to the other direction, and 
it is pretty hard to pinpoint the economic or other factors contributing 
to the movements—as a matter of fact, sometimes it is nothing more 
than a lot of people getting the same idea at the same time. 

Table 2 is he one that has been under some discussion here. It 
shows stocks and production and disappearance for a period of 6 
years. I think that all of the figures on there are of some interest. 

The production, you will notice, for the 1956-57 year was 35,536,000 
50-pound sacks, which is an increase of about 3 million over the year 
before. 

The storage stocks, as shown by the Department of Agriculture, 
were deducted from these production figures, so the third column 
shows the apparent disappearance of a proportion of the crop and 
it shows for the current year 26 million sacks had disappeared by 
January 1. I think the trade figures that was a pretty high rate of 
consumption of onions and apparently acted in accordance with that 
thought and bought onions. 

Now, the National Onion Association figures over there in the last 
3 columns—the big feature there is the 4,346,000 disappearance, and 
that was considerably larger disappearance than ever recorded before 
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for the month of January, and I believe the trade, in fact, I know the 
trade considered it indicative of probably higher prices from then on. 
We have no reason to doubt that figure. We have not verified that 
figure; it was prepared by the National Onion Association, I think, 
using somewhat similar methods to all crop reporting—that is, get- 
ting ‘reports from farmers sc: attered around the country. 

The next table, table 3 

Mr. Hermecercer. Before you leave that table, have you seen the 
report of the National Onion Association for the subsequent months, 
for March 1 and April 1? 

Mr. Baanetu. If I had, I don’t recall all of it, Mr. Heimburger. 

Mr. Herpvrcer. You did not notice whether there was a com- 
pensatory reduction in the estimate in the subsequent months that 
might have indicated an ea erestimation in January ¢ 

Mr. Bacnexy. No, sir; I don’t have that 

Mr. Hermecrcer. Well, I think, sir, that the National Onion Asso- 
ciation people will be here tomorrow to testify. 

Mr. BaGne tu. Yes, sir. 

This next table, table 8: The source of that material was the in- 
formation we have obtained from the records of the members of the 
market. 

I might say in connection with that that we took off every contract, 
we got ‘the identity of every trader who was in the market on January 
dl, which was the d: iy before the first price movement, and we got 
similar infor mation as to the identity of traders on February 15 w hich 
was after the price movement had been pretty well spent. And we 
looked at the trading which occurred on February 1 and we got the 
identity of everyone who bought or sold on that date, and we loooked 
at the same thing on February 7, which was the day of the sharp price 
decline, and got their identities, the identity of everyone who bought 
and sold on that day. 

Our purpose in all of that was to see if there was any evidence of 
concerted action or leaking of inside information or anything else 
which we thought would be actionable under the Commodity Ex- 
change Act, at ae did not find anything to support that position. 

This information in table 3 was taken from the reports that are 
regularly received, showing the operations of the large traders. 

You will note that it shows for January 15 and January 31, that is, 
just before the Government report came out—and then the last figure 
1s just before the National Onion Association report came out—it does 
not show to me anything particularly striking. 

It shows the large accounts, that is, those that are required to report 
to us, those people who have 25 carlots or more. Looking down to the 
fourth line you see a figure that says “hedging,” and that shows that 
for January 15 there were 116 cars on the long side reported as hedg- 
ing and 1,739 on the short side reported as hedging. 

Now, as Mr. Kaufman mentioned, on the basis « of comparison with 
other commodities, the proportion of hedging in onions is about the 
same as it is in wheat, corn, cotton, and the other commodities, but 
we did find that there was a somewhat less stable type of hedging. 

Looking further down, two lines from the bottom, we see the small 
traders, speculative and hedging. That is a residual figure; it is not 
reported to us. We know how much total contracts were in the mar- 
ket January 15 and we know that there were 3,861 cars open, and a 
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certain proportion was reported to us, and we deduct that and the rest 
is the small traders. 

I would say that in January it shows about a typical market situa- 
tion with the hedgers on the short side and the bulk of the smaller 
traders on the long speculative side. 

And now, getting over to table 4—and I think that is a little bit too 
detailed to present here in full, but it breaks down the operations into 
the various contracts, that is, those for delivery January 1957, Febru- 
ary 1957, March 1957, November 1957, and you will note that the 
March—that the February and March futures are the two most active. 

Again, it shows the proportion that is considered hedging and the 
positions of these traders on January 15, and their positions on Janu- 
ary 31, just for the purpose of showing what happened in that 15-day 
period. 

In general, the smaller traders tended to cover some of their short 
positions during that period. 

The next table, table 5, is a study of the trade on February 1. Now, 
that is the day of the sharp price increase and it is a day that we 
looked at very carefully to see who bought and who sold. 

We find—I think that the March futures is the only one we need 
look at in any detail—we found that there was new buying of 401 cars 
and covering purchases of 425 cars and new selling of only 213. 

The significance of that, to me, is that here we have a period where 
the price has been going up for about 2 weeks and it is obvious that 
most of the traders feel that it is likely to go up further and there is 
new buying and those who are short are covering their positions try- 
ing to get out. 

The next one is the one that we have discussed quite a bit, the table 
on pages 27 and 28. This compares the futures prices in January—l 
am sorry, I find that I skipped one table, t: able 6. Table 6 shows iden- 
tically the same information for February 7 that was shown on page 
26 of the report, as did the preceding table hic February 1. 

February 7 is the day of the sharp price decline, and there are some 
rather interesting abservations there. On that sharp price decline we 
find that the new buyers were coming in to the extent of 579 cars, new 
specul: itive buyers in the March season. 

There was, however, quite a bit of new selling also, 487 cars, but the 
biggest part in the trading on that date was in and out, that is, people 
who bought sometime during the day and sold sometime during that 
same day; 1,565 cars out of a total of about 2,600 was scalped in and 
out right during the day. That is indicative of the highly speculative 
character of the operation going on but not indicative of a m: mgr 
tive operation, just people coming in and taking a quick turn for : 
momentary price advantage. 

Now, this next table is a comparison of futures and cash prices, and, 
as Mr. Callander mentioned to Mr. McIntire, there is about an 18- 
cent cost to get onions from West Michigan over to Chicago. Look- 
ing at the top line of that table, January 2, you will see that the March 
futures was $1.26 and the prices of onions at west Michigan points 
was $1.08, which happened on that particular date to be exactly 18 
cents. 

Now, if that figure is correct, then one could buy onions in west 
Michigan and pass them to Chicago on futures contracts and get 
even—that is not true on all days shown on the table, but is an illus- 
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tration of what Mr. McIntire was discussing. Then, table 8 goes back 
to March 1956 and shows the total open contracts in the market in 
the various columns and breaks them down into the little fellows and 
the larger traders. 

The last six columns analyze the large trader’s operations. 

We mentioned earlier that in the current year there was some- 
what less speculative operations on the market apparently than there 
had been the year before, and that seems to be somewhat borne out 
by this total for the open contracts. We see that on September 30, 
1956, there were 5,000 cars open and then it began to decrease, w hich 
is pretty much normal, but then when you get “into January and the 
early part of February, and there is this speculative surge that got 
under way—as a matter of fact, it goes up a little bit, and you will 
notice on February 1 there were 2,840 cars open, total open contracts, 
and that gets up to 2,990 a few days later, showing the attraction into 
the market of the people attracted by the erractic price movement. 

Looking over in the column headed “Hedging,” again we see the 
figures reported to us as representing sales against, ownership of 
onions, ownership or anticipated production. We notice that back in 
September there were about 3,400 cars reported as representing hedg- 
ing, and that falls off very sharply, and when you get into this ; period 
of erratic price movement in February there were about 1,100 to 1,300 
cars reported as hedging and some of that I do not think is the type 
of thing that we look on as hedging in the more stable commodities. 

Table 9 is merely a percentage computation, exactly the same in- 
formation as table 8. It shows, as you see there, that from about 30 to 
60 * sera of the short positions were classified as hedging. 

ble 10, headed, “Onion Futures: Transactions of Reporting and 
Nonreporting Traders in the 1957 Febr uary and 1957 March Futures, 
on the Chicago Mercantile Exchange, by Days, January 31-February 
28, 1957,” is the next one, on page 31. 

We picked up there on February 1, which was the day of the first 
price advance, and carried that table down through February 28, to 
show the activity of the two sizes of traders. 

You will notice in the first column that we have the total volume of 
trading in the February futures and that shows that futures were 

uite inactive, so that actually March at the bottom of the table is 
the only one of great consequence. 

You will notice the trading on January 31 was 744 cars. On Febru- 
ary 1, which was the day that the splurge really got underway, trading 
was 3 times as much, 2,400 cars, and it reaches an all-time high on 
February 7, which was the day of the sharpest price decline, 3,279 
cars, which is the lar gest volume of trading t that has ever occurred in 
1 day, I believe, on the Chicago Merchantile Exchange. 

Again, as I mentioned a little while ago, some of that trading was 
in-and-out trading during the day by speculators who came in and left 
the market during the tr ading session. 

Those tables, I realize, are pretty dry statistics, and if there are any 
particular points that you want me to go into I will be glad to do that. 

Mr. Hermpcreer. I would like to go back to just one point. You 
have shown us the basis for your conclusion that there was no con- 
certed action here that would be indicative of a manipulated market. 

On the other hand, it seems that the fact that the National Onion 
Association report was going to indicate an exceptionally large con- 





ONIONS 49 


sumption in January was not fully kept secret. There had been un- 
usual market activity in onions several days prior to that; isn’t that 
true? That is, prior to February 1, the date I am referring to. 

Mr. Bagnety. Well, there was quite a bit of activity on F ebruary 1. 

As I said, that report was in process of compilation and it was re- 
leased after the close of the market—or completed, rather, after the 
close of the market on February 1. There was quite a bit of comment 
on the floor and among the stock people, put out by the commission 
houses in Chicago on Febr uary 1, to the effect that the forthcoming 
report of the Onion Association was expected to be, and in fact was, 
that February 1 price movement. 

We talked with all the authors of those reports to ascertain whether 
they were implying that there was any advance leaking of informa- 
tion, and none of them so indicated; they all seemed to think, or all 

said, that it was just a belief of what the report was going to be, that 
it was going to indicate a sharp reduction in stocks. 

I do not know the det ails of how the report is compiled. It is my 
understanding that certain onion people scattered around the country 
submit to the National Onion Association their estimate of stocks in 
their areas and those are then put together. 

Mr. Hermpvrcer. I notice on your chart on the board—and sub- 
stantially the same chart appears on page 12 of the report— that the 
futures contracts began to go up about—when ? 

Mr. Kavrrman. About January 18. 

Mr. Hermpurcer. And the price was rather consistent up to Febru- 
ary 1, when it took a tremendous jump, as developed in the report. 

Now, you mentioned you know the identity of the traders who were 
in the market at that time. Did you find any large number of people 
who were smart enough to be buying during that period of the 18th 
to the 25th of January, and then selling ¢ 

Mr. Baanetu. We did not find anything that we would consider a 
significant pattern there, Mr. Heimburger. We found some people 
who obviously were long in the market on the 18th and some of them 
made money and some overstayed and they rode the market down the 
hill, but we did not see anything that we thought would indicate any 
concerted action. 

And I might say that we had been looking at the market very closely, 
so closely that we were fairly well acquainted with the personal iden- 
tities of the more important traders in the market, and, as I say, we 
did not see anything that we thought indicated conspiracy—concerted 
action, understanding, or advance information. 

Mr. Hermpurcer. You saw nothing then to indicate that the people 
who might possibly have a good inside idea of what the F ebruary 1 
report was going to say were taking advantage of the advance 
knowledge ? 

Mr. Baeneti. Looking at those people that we would so classify 
we found the operations pretty spotty and not of a trend—they either 
did not have inside information or they interpreted it quite differently. 

Mr. Anruso. May I ask a couple of questions 

Did you find any support for the suggestion that the report of the 
National Onion Association was made available to any person or group 
of persons prior to February 1? 

Mr. Baenetu. No, sir. 
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Mr. Heimeurcer. I was going to suggest, Mr. Chairman, at this 
point, that the analysis, the statistical an: aly sis of price variability and 
the factors affecting the prices received by farmers for onions in the 
United States from 1922 to 1! 155, be made a part of the record. 

I might explain, Mr. Chairman, that this analysis has been prepared 
by the “Department at the request of the subcommittee so as to make 
the information available at this time. It seems to me that since it is 

rather technical, Mr. Callander, with the assistance of the able gentle- 
men from the Agricultural Marketing Service who are here, might 
want to explain to the committee br iefly the significance of the various 
statistical data that we have before us. 

Mr. Anruso. Before you do that, I would like to ask this question 
of Mr. Bagnell: Does the onion futures market result in a more 
competitive market ? 

Mr. Baenewu. It should; and in the absence of manipulation I 
think it does. 

Mr. Anruso. In the absence of manipulation it would tend to cause 
higher prices to producers ; would it not? 

Mr. Bagnexy. That is pretty difficult—I guess you could get a large 
number of economic opinions—it is my person: al belief that a com- 
modity in which there is futures trading is likely to trend higher 
than one in which there is not, and I base that personal belief on the 
fact that most speculators want to buy and the average futures market 
consists largely or to a considerable extent of speculators on the long 
side with some less speculation on the short side and more hedging on 
the short side. 

The hedger in a typical commodity does not care whether the 
market goes up or down because he wins—well, aarti that he 
loses he can make up in the spot commodities, and so the pressure, 
in other words, on the market would be more to satisfy the speculators 
who are on the long side and had a desire for higher prices. 

Now, that is a general statement just relating to futures markets 
as such. 

Now, as we pointed out in connection with hedging in onions—in 
the hedging in onions we had a little complication, in that some of 
the risks on the short side classified as hedging does not relate to the 
production of this year but relates to the anticipated production 
next year, so that in this situation the hedger might profit by a decline 
in the immediate futures, which would be compensated for before 
August or September when the new crop comes in, and so he could have 
an incentive to have lower prices that would not be present in wheat or 
cotton or some of the other commodities. 

Mr. Anruso. One more question. Does the futures market tend 
to cause lower prices to the consumers ? 

Mr. Baenety. I think it can be successfully contended that a prop- 
erly operated futures market reduces the cost of distribution, and it 
enables the processor or the merchandiser to operate on a somewhat 
smaller margin because he passes the risk on to the housewife, the 
dentist, the bootbl: ack, whoever wants to get in, and it seems to me 
that normally some part of any economy in distribution would be 
reflected to the consumer level—how much or how important or how 
to put a finger on it, that is difficult. 

Mr. Hermepurcer. Mr. Callander, may I suggest that the members 
of the subcommittee, and possibly some of the people i in the committee 
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room, all of whom have now received copies of this analysis so that 
they can follow it, are probably not acquainted with some of the tech- 
nical terms of statistical analysis, so would you explain the effect 
of this study to us as nearly as possible in nontechnical terms? 
I am sure the committee will appreciate it. 

Mr. CaLuanper. I am going to say that I have here Mr. Will M. 
Simmons, of the Agricultural Marketing Service, who will lead this 
discussion, as he is much more familiar with this particular study. 
In va he helped prepare it. 

I do want to say at the onset, though, that we in the Commodity Ex- 
change Authority are aware of the price variability of onions, and that 
in a price study of trading in onions released in December 1956 we 
made an analysis of the factors affecting price and found that pro- 
duction changes accounted for a great deal of the changes in prices. 
In other words, we found that 74 percent of the price changes were 
accounted for by production changes. 

Mr. Hermpurcer. The so-called supply and demand factor 4 

Mr. CaLLAnper. Yes, sir—well, actual ee the changes in 
production, if I might say so, from year to yea 

Now, with that basis and on your request, the Agricultural Market- 
ing Service has made this particuls uv analysis, refining somewhat the 
findings that we had made in this particul: uw study, and with that I 
would like to turn this over to Mr. Will Simmons. 


STATEMENT OF WILL M. SIMMONS, ANALYTICAL STATISTICIAN, 
DIVISION OF AGRICULTURAL ECONOMICS, AGRICULTURAL MAR- 
KETING SERVICE, DEPARTMENT OF AGRICULTURE 


Mr. Stumons. I want to attempt, first of all, to say just briefly, 1, 
2. 3, 4, the tests that we made here, the things that we studied whic r 
may shed some light on this matter, and then 1 will come to them one by 
one and say what we found. 

In the first place, we studied the year-to-year variability of changes 
in the season average price of onions. We did this for 1930 through 
1955, and we broke that period down into 1930 to 1940 and 1946 to 
1955 to get pre- and post-trading periods in here and get a comparison 
of those’ periods. 

Mr. Hermepurcer. In other words, during the period of 1930-40 was 
no futures trading ¢ 

Mr. Simmons. That is correct ; and 1946-55 there was trading. 

Mr. Hermpcrcer. There was trading in that period in futures. 

Mr. Stumons. And that is the season average price. 

Then we attempted to measure, again to stress the importance of 
these production and income factors that Mr. Callander just men- 
tioned, we again measured the effect of income and production as in- 
fluencing onion prices in the period 1921 through 1955, and again we 
broke those periods down into 1921-41 and 1946-55. 

The third thing, we took a look at the spread between the extreme 
yrices in months during the season when late crop onions were mar- 
sive roughly, September through March. That was the spread be- 
tween the highs and lows, and again we compared the two periods, 
pre- and post-trading. 
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Fourth, we examined the month-to-month price changes from Sep- 
tember to March. That was month-to-month changes measured on 
the basis of average monthly prices regardless af whether the prices 
were going up or going down. It simply measured the total fluctua- 
tions of prices over r the 7-month period. And again we did that for the 
1930-40 and for the 1946-55 periods. 

Now, on the year-to-year variation in season average prices of 
onions, the thing that Mr. Callander mentioned here and which has 
been testified to before—we found that the variability in the 1946-55 
period, that is, the variability of changes between years, in the average 
prices of onions, was no different statistically than in the 1930-40 
period. 

In other words any difference in what occurred could have been due 
to chance. There was no difference, statistically, in the 1946-55 per- 
iod and in the 1930-40 period, the same thing that has been testified 
to here by Mr. Kauffman. 

Now, since this was the total variability that we were looking at 
in that first step, we also attempted to find what caused these fluctua- 
tions, which were great both in the period 1930-40 and in the 1946-55 
period ; the question was what caused the price fluctuations, what were 
those price fluctuations associated with. 

We found on a season-to-season or year-to-year basis that, in the 
1921-41 period, 92 percent of the changes that occurred in the prices 
from 1 year to the next were accounted for by changes in the disposable 
income of consumers and changes in production, the production of late 
crop onions specifically. 

In the 1947-55 period we found that even a higher proportion of 
changes in season-to-season average prices were accounted for by these 
two factors, income and production, with 99 percent of the c changes in 
prices being associated with changes in either income or production 
of late-crop onions. 

Then, to take a look at some of the shorter term periods, to get off 
the year-to-year basis, and variations in prices within years, we looked 
first at the spread between the highest and lowest monthly prices in 
the September to March periods, and there we found again a great deal 
of variation; but when you averaged them out and tested them, the 
spread between the highs and the lows in the period September to 
March were no different, statistic ally, in the 1946-55 period than they 
were in the 1930-40. 

Mr. Hermpurcer. Why do you emphasize the word “statistically” ? 

Mr. Srmmrons. Well, it simply means that some difference may be 
there—as a matter of fact, the averages there might have been a little 
different—in other words, we might ‘have had a difference in aver age 
spread between high and low; we might have found, for instance, that 
the average spr ead between the high and low extremes was, let us 
say, $ $1.40 in one case and $1.52 in another; but you have to have a 
certain magnitude of difference for it to be statistically significant. A 
difference of 5 5 or possibly even 10 percent in something that varies as 
much as prices of onions would probably not be significantly different ; 
in other words, it could happen simply because of chance. Your d: ata 
is also limited to approximately a 10-year period. We only had ex- 
perience of about 10 years in which tr nding has been important. 


Spreads could have been a little bit different arithmetically, $1.31 or 
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$1.41, let us say, versus $1.51 or $1.52, and still that difference could 
have been due to chance. 

We tested to see if it was significantly different, whether it could be 
attributed, in other words, to something other than chance. 

Mr. Hermpurcer. In other words, you found there was no signifi- 
cant difference between the month-to-month variation of cash prices 
when there was futures trading and when there was not? 

Mr. Stumons. Well now, we get a little different result on that one. 
The one I am talking about now is the extreme variability within this 
trading period, September to March, when most of the crop is 
marketed. 

We took the high price and the low price in that period and took 
the spread, and this is really the spread between extremes within the 
trading period; and we found that the average spread between 1930-40 
period and the 1946-55 period was not significantly different in that 
case, 

The actual average spread was $1.31 for a 50-pound bag in the 
earlier period, 1930-40, and was less, $1.12, for a 50-pound bag in the 
1947-55 period; so although spreads were lower in the latter period, 
we don’t think it is signficant, 1t could have happened by chance. 

Now, on the part of the study where we examined the month-to- 
month price changes—and this is the month-to-month price changes 
in average prices received by farmers during the period September 
to March—again, it measures the 6 changes from September to March, 
a 7-month period: and there we did find that the average month-to- 
month variation in prices was greater, significantly greater, in the 
1930-40 period than in the 1946-55 period. 

What we are talking about here are averages. In other words, we 
take a period of year; so this does not preclude the fact that in a par- 
ticular situation, as has been testified to here earlier, you may get these 
price movements accentuated both on the up side and the down side 
by speculative activity. It simply says that for a longer time period 
of 10 years we find that the fluctuations from month to month in 
average prices received by farmers—that the fluctuations were a little 
greater in the 1930-40 period than they were in the 1946-55 period. 

Mr. Hermpurcer. Would it then be fair to conclude from that, 
that there has been a greater degree of stability in onion prices re- 
ceived by farmers in the period when there was futures trading than 
in the period when there was not? 

Mr. Srumons. Well, again, I have to confine myself pretty much 
to this study, because this is the only study I have made of the onion 
market. But on the average in this 10-year period, 1946-55, the total 
fluctuations from month to month, the month-to-month fluctuations 
in the prices received by farmers have been a little less and enough 
less to be significant. In other words, it could not have occurred by 
chance. 

Again I want to emphasize that this does not say that in a particular 
year, in a particular situation, it may not have been greater, but on 
the average it has not been greater. 

Mr. Hermmpurcer. Thank you. 

Mr. Grant. Do you want to proceed or have you finished your 
explanation? I did not mean to have sc cut off. 

Mr. Stumons. Well, those are really the four, I think, more impor- 
tant points of the study. 
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We did find, I might comment, we did find in taking the price varia- 
tion from season to : season that was not accounted for by production 
and income, which again I want to stress was a maximum of 8 per- 
cent in the earlier period, so it was fairly small on the average, but in 
taking these unexplained variations, the variations not explained by 
income and production, which we call residual effects or variations 
due to other factors, and taking those and plotting those against the 
volume of futures trading in order to attempt to find out what these 
unexplained fluctuations were due to, we did find that the higher 
volume of trading i is gener ally associated with the larger positive or 
plus unexplained price variables. 

In other words, we found that when the volume of futures trading 
was high the actual price of cash onions was a little higher than we 
would calculate based on our formula of price and income influences 
and when the volume of trading was very low, correspondingly the 
actual price of onions was a little bit lower than the calculated price. 

So it does show, I think, that the volume of trading is associated 
with changes in prices. Which causes which I am not going to say, 
because naturally price variations stimulate trading as well as trading 
stimulating price variability. But the two are associated to some ex- 
tent—that is, the volume of trading and the unexplained price varia- 
tions. The actual cash price of onions was above the calculated price 
when volume traded was high, and the prices when the volume of 
trading was low were lower than the calculated prices—lower than 
would be justified on the basis of the so-called supply and demand or, 
in this instance, the production and income factors. 

Mr. Hermpurcer. You spoke of volume of trading. You referred 
to volume of trading on futures ? 

Mr. Stwmons. That is correct. 

Mr. Hermepurcer. So your study did not include any analysis or 
study of the effect that sharp price variations might have on actual 
onions delivered, such as appears on one of the tables in the study 
cre by the Commodity Exchange Authority, where appare tly 

during the period of this sharp variation, such as occurred in late 
January and early February of this year, the cash onion market, 
with the carlots as the indicator, practically dried up? 

Mr. Stumons. No, sir; we did not examine that aspect at all. 

I think that concludes this brief summary, unless there are some 
questions. 

Mr. Hermpurcer. I have no further questions. 

Mr. Grant. Do any members of the committee have any questions ? 

( No response. ) 

Mr. Grant. We thank you for the study; we certainly do want to 
thank you gentlemen for this most excellent study which will be most 
helpful to the subcommittee and the committee in coming to some 
conclusion on this important legislation. Thank you so much; and 
also we would like to thank Mr. Kauffman and Mr. Ba gnell and Mr. 
Callander for their time and their testimony this morning. 

Mr. Tewes, of Wisconsin, a member of the committee, wishes to 
make a statement and file some letters. 
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STATEMENT OF HON. DONALD E. TEWES, A REPRESENTATIVE IN 
CONGRESS FROM THE SECOND CONGRESSIONAL DISTRICT OF 
WISCONSIN 


Mr. Tewes. It is my privilege to present to the committee several 
statements that have been dr: afted by growers in my district, and 
constituents of mine, in opposition to ‘the futures market and in sup- 
port of some of the legislation which is being discussed by the com- 
mittee here. 

These statements come from able citizens and resourceful business- 
men and farmers of the type who have long spearheaded our agri- 
culture. 

I know that the committee is made up of individuals who have the 
welfare of all facets of our agriculture at heart and that these state- 
ments will be given full ¢ onsidet ‘ation. 

Thank you very much, Mr. Chairman. 

Mr. GRAN. Thank you. 

(The statements above referred to follow :) 


Hon. DonaALb E, TEWEs, 
House Office Building, Washington, D. C. 

DEAK CONGRESSMAN TEWES: Please allow us to register our most vigorous 
opposition to the continuance of futures trading in onions, and respectfully urge 
that you give your consideration to the various bills before the House to abol- 
ish such trading. 

We are opposed to the futures trading in onions for these reasons: 

1. That onions are a highly perishable commodity that does not lend itself to 
the pressures of speculative trading due to the short period of time that the 
crop has to be marketed in. Any appreciable fluctuation on a futures market 
disrupts the normal marketing pattern to consumer markets. Onions must 
either be consumed or dumped. In contrast, appreciate the flexibility of futures 
trading in commodities such as cotton, wheat, or corn. 

2. That the relatively small volume of onions makes manipulation a very real 
possibility. We make this statement with all due respect to CEA, but truth- 
fully feel that manipulation can be carried out successfully by activities outside 
the scope of CEA regulation. 

3. That the trading of onions on a futures market, or the subsequent deliv- 
ery of onions to a futures market, does nothing beneficial in the way of moving 
those onions into consumer channels. In reality, the presence of a few carlots 
delivered on a futures market is a very depressing factor to the cash market. 
These carlots of onions will eventually fall out of grade and then are offered 
to the cash trade at reduced prices. Fresh pack country onions must compete 
with such merchandise. Chicago has practically ceased to be a market for fresh 
pack onions during the winter months for the above-stated reasons. 

4. That the average onion grower is in no way capable of conducting a 
“hedge” program as advocated by the exchange. The margin requirement of 
$300 per car makes this type of thing out of the reach of the average grower. 
To enter into a finance deal to hedge onions, a grower must sacrifice his inde- 
pendence and right to market his onions according to his own best judgment. 

5. That the legitimate onion grower has suffered serious financial losses due 
to the activities on the exchanges the past few seasons. Meetings held by grow- 
ers in Wisconsin alone attest to the fact that over 95 percent of the growers are 
opposed to futures trading. Growers not opposed are either involved in some 
elaborate finance deal or are associate members of an exchange 

That we would like to remind you that in trading onions on a futures mar- 
ket 50 percent of the traders are hoping that the price goes down. This situation 
is costing us consumption of onions. Without this thing you would have deal- 
ers, wholesalers, and retailers working to sell onions as an item in their prod- 
uce line, rather than buy supplies on a hand-to-mouth basis while casting one 
eye on the activities on the futures board fearing they will be caught with onions 
that have cost them too much money because of daily fluctuations. 
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7. That the onion grower is willing to “go it alone” without supports or other 
subsidy. In order to do this he must be able to compete in a free market regu- 
lated by supply and demand together with sound marketing practices. He 
cannot hope to do this as long as onions can be traded and gambled with much 
the same as a stack of poker chips. We would like to point out that commodi- 
ties that have been supported have not been subject to this excessive speculation. 
Thank you. 
Very truly yours, 
JEROLD INGERSOLL, Sullivan, Wis. 
CHESTER INGERSOLL, Sullivan, Wis. 
DEAN KINCAID, Whitewater, Wis. 
RicHARD KINCAID, Palmyra, Wis. 
FRED SCHMEISSER, Lake Mills, Wis, 


APRIL 28, 1957. 

GENTLEMEN: I am the wife of an average onion grower and take pride in our 
top-quality products. We used to raise up to 80 acres of onions, but now 
because of the futures trading in onions we are financially able to plant only 35 to 
50 acres this year. At this rate we independent growers are slowly being 
squeezed out of business by financiers trading in onion futures. 

One-quarter to one-third of the onion acreage in our State is now financed by 
men on the board. These farmers that used to raise 20 acres now raise 200, 
which is one reason for overproduction. Then these large quantities of onions 
are completely controlled by the financier, to be withheld or delivered on the 
board as he wishes. As only 100 cars shipped to Chicago at one time can break 
the market, each one of these financiers has it in his power to break the market at 
any time. So several of them get together after selling short and deliver onions. 

$y redelivering a percentage of these onions, between themselves they can 
hold them on track and force the price far below the cost of production. 

Again these same farmer financiers will sell early in the season when they 
have a false high in the market brought on by their own rumors of disaster in 
one growing section or the other Then when it is time to sell actual onions they 
offer onions at 20 to 50 cents or more below the market price. Thus they can 
pull the cash market way down and pick up a greater profit on their paper 
onions. 

These are actual problems which we have run up against and against which 
we are helpless unless you will help us by passing these laws abolishing onions 
futures trading. 

We know this is the right way to get help—through proper legislation. We 
understand that you fear for the rest of the mercantile exchange, but to allow 
the evil of onion trading to continue to protect the rest of the exchange would 
be similar to letting a murderer go free because you might hurt the reputation 
of his brothers. 

We look on you as being morally strong Christian men and pray you have 
the courage to pass these laws that we need so badly. 

Thank you. 

Sincerely, 
Mrs JEROLD INGERSOLL. 

SULLIVAN, WIS. 


Mr. Grant. The subcommittee will adjourn until 10 o’clock to 
morrow morning. 

(Without objection by the chairman, the following telegrams and 
letters were submitted to the subcommittee as follows :) 

Monrok, N. Y., April 29, 1957. 

Hon. Harorp D. Coo.ry, 

House Office Building, Washington, D. C.: 

As mayor of Florida, N. Y., the onion center of the country, I would appreciate 


your support of the legislation of the onion futures on the Merchantile Exchange 
of Chicago. 


Mayor EDWARD TURCHEN. 
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GRIFFIN & BRAND, 
Laredo, Tex., February 19, 1957. 
Representative GrEorRGE M. GRANT, 
Chairman, House Agriculture Subcommittee, 
House Office Building, Washington, D. C. 

DEAR Sir: I am writing you in regard to several bills that have been intro- 
duced having to do with legislation prohibiting onions being traded on boards of 
exchange. 

As an onion grower with considerable experience operating in Texas and in the 
West, and having observed the effect of these boards on our business, and without 
going into detail of the whys or the many, many good reasons of why it should 
be abolished, I wish to urge you to do everything possible to get this legislation 
before the different bodies involved. The onion industry has been tied to the 
evils of public trading long enough. 

Did you ever see a producer of any product want to see the market go down? 
I want to tell you that nearly every time a doctor, a lawyer, a Cadillac dealer, or 
a professional trader sells a load of onions, or anyone not in the onion business, 
he wants to see that commodity decline in order to make a profit. Onions being a 
perishable commodity, the influence of these outsiders is most disturbing. 

You will be doing the onion growers and the onion industry a great service if 
you will use your efforts to eliminate this evil. 

Yours very truly, 
Ike GRIFFIN. 


Coonry & KORSHAK, 
Chicago, Ill., February 22, 1957. 
Representative HARroLp D. CooLey, 
Chairman, House Agriculture Committee, 
Washington, D. C. 


Dear Sir: We are growers, brokers, and distributors of onions throughout the 
United States. We operate in all growing sections and we have acreages in 
Tampico, Mexico; Laredo, Tex. ; McAllen, Tex. ; Farmersville, Tex. ; Leoti, Kans. ; 
Moses Lake, Wash.; and handle about 500 cars from Payette, Idaho; and a 
considerable volume from Colorado, Minnesota, and Michigan. 

We have found that the operation in onions on the Chicago Mercantile Ex- 
change is very detrimental to the onion industry, especially to growers. Usually 
the fall onion crop is harvested and stored for winter and spring use. We have 
been in the onion business for the past 40 years and never have we had the 
disruption in the industry as we have had in the past 5 years by the professional 
sharpshooters on the Chicago Mercantile Exchange. 

The farmer has always been able to make a living from their onion crop as 
most of these farmers depend upon the growing of onions as a livelihood. 

We will give you an instance of what happened to us on the Chicago Mercan- 
tile Exchange on February 14, which we reported to the CEA here at Chicago 
and also to the Chicago Mercantile Exchange. We purchased 3 cars of Feb- 
ruary onions at $1.15, then we purchased 2 cars at $1.20, and just a half minute 
after this last purchase one broker sold to another broker 2 cars at 95 cents. 
Now, it is impossible for an onion market to break within a half minute of 25 
cents a bag, which is $150 a car. Right after this sale was consummated we 
again bid $1.20 for more February onions and we were unable to buy any at this 
price during the balance of the session that day, and the reason we bought these 
onions at these prices was because the same day we sold U. 8S. No. 1 onions for 
$1.30. 

Up to the present writing, we have not received delivery of four of these cars 
of onions. This will give you some idea as to what goes on at the Chicago 
Mercantile Exchange. Furthermore, in the past week there has been consid- 
erable amounts of March options traded every day with the commitments only 
changing a few cars in the total commitments at the end of each session. As 
you probably know the onions are a very small commodity and can easily be 
manipulated by any clique that wishes to do so regardless of the figures we go 
by every year from the National Onion Association and the United States De- 
partment of Agriculture report. As to our way of thinking, the present market 
which closed at 99 cents February 21, 1957, is absolutely ridiculous, as we sold 
onions on the basis of $1.35, Chicago, February 21, 1957. 

If this exchange is permitted to continue in the trading of onions it will break 
every onion man in the United States, including the farmers. Before the mer- 
eantile exchange was in existence we had no trouble selling onions to our 
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customers, but it seems now that the trade watches the mercantile exchange 
prices and they are confused from day to day as to whether or not to buy 
onions. 

Hope that this information will be of some benefit to you to abolish trading on 
the Chicago Mercantile Exchange. 

Thanking you, we remain, 

Very truly yours, 
T. S. KorsHaxk. 


PANHANDLE Fruit Co., INc., 
Amarillo, Tex., February 23, 1957. 
Representative GreorGE M. GRANT, 
Chairman, House Agricultural Subcommittee, 
House Office Building, Washington, D. C. 

Dear Mr. GRANT: We have observed the operation of the futures trading on 
onions during the last few years. We think that such trading has been much 
more of a detriment than a help in the orderly marketing of this farm commodity, 
According to our judgment, the trading has made market fluctuations much 
more pronounced than in previous years when the marketing was on a private- 
sale basis. 

We shall appreciate very much your consideration of our position when you 
consider current legislation which would remove onions from boards of trade. 

Yours truly, 


G. R. Roperts. 


CIRULI Bros., 
Pueblo, Colo., February 25, 1957. 
The Honorable Harotp D. Coorry, 
- Chairman, House Agriculture Conmittee, 
House of Representatives, Washington, D. C. 
Dear REPRESENTATIVE: [Lam writing to express my opinion of the onion futures 
on the board of trade. 
It is my belief that the onion futures market should be eliminated as it is 
providing quite a burden to the onion industry. 
We contend that it has a great affect on the cash market and in the past few 
years has had quite an influencing effect on the marketing of the onion crop. 
We will appreciate your putting forth every effort to abolish this menace to the 
onion industry. 
Very truly yours, 
Les ADAMS, Manager. 


A. J. Tense & Sons, Co., 
San Antonio, Tex., February 27, 1957. 
Representative Harotp D. CooLey, 
Chairman, House Agriculture Committee, 
House Office Building, Washington, D. C. 

Hon. Harotp D. Coo_tey: There are several House bills in Congress as listed 
below : 

H. R. 1933 by Representative Gerald Ford, of Michigan; H. R. 1985, by Repre- 
sentative Robert Griffin, of Michigan; H. R. 376, by Representative Gracie Pfost, 
of Idaho; Senate bill S. 778, by Senator Richard L. Neuberger, of Oregon. 

We kindly request that you sppport these measures with a favorable report. 
We sincerely believe there is a fine opportunity now to pass legislation prohibit- 
ing onions from being traded on boards of trade. 

We firmly believe if this legislation could be enacted it will eliminate a terri- 
ble evil in the onion industry. 

Thanking you for your cooperation, we are 

Respectfully yours, 
A. J. TesBe & Sons Co., 
By Cyrit H. TEBBE. 


MoNTGOMERY, ALA., March 2, 1957. 


Representative Harotp D. CooLey, 
Chairman, House Agricultural Committee, 
House Office Building, Washington, D. C. 


Dear Str: I am writing to urge you to support House bills H. R. 1933, H. R. 
1935, H. R. 376, and Senate bill 8. 778. These bills are designed to provide legis- 





ONIONS 59 


lation to prohibit onions from being traded on boards of trade. This specula- 
tion is a very unnecessary evil in the produce business, and we certainly urge 
you to support these bills, designed for our protection. 

I would also like to ask you at this time that you do everything you can to 
bring about measures that would result in a reduction of the budget sub- 
mitted by the Republican administration. Less Federal spending and a re- 
duction in taxes are our only means of survival during this inflationary period, 
and I will appreciate any efforts you put forth toward this end. 

Yours very truly, 
Cote D. Brown. 


Boston BRANCH, 
UNITED FRESH Fruit & VEGETABLE ASSOCIATION, 
Boston, Mass., March 19, 1957. 
Representative Grorae M. GRANT, 
Chairman, House Agriculture Subcommittee, 
House Office Building, Washington, D. C. 

DEAR Srr: The Boston branch of the United Fresh Fruit & Vegetable Associa- 
tion is urging you to help in the passing of legislation that will prohibit onions 
from being traded on boards of trade. 

We believe this is a very serious wrong being placed upon those people and 
businesses who make their livelihood from the selling of onions in all highly 
competitive markets. 

We urge you to do all in your power to right the harmful doings of onion 
board trading. 

Very truly yours, 
AntuHony A, Rinecia, President. 


BRAND Bros. Propuce Co., 
Atlanta, Ga., March 25, 1957. 
The Honorable Harotp D. Coorry, 
Chairman, House Agriculture Committee, 
Washington, D. C. 

DEAR Sir: We, of the Brand Bros. Produce Co. are dealers primarily in onions. 
We buy and sell this commodity in wholesale volume every business day of the 
year. We are conceded to be among the largest volume receivers and shippers 
in the country, a fact of which we are very proud. We are one of the firms in 
this country who sell and market the Nation’s actual onion crop. As such a firm, 
we are appealing to you and your fellow committeemen to rid our industry 
of the gambling and speculating futures trading in onions. 

It is our sincere belief that it is detrimental to the onion industry, from the 
farmer to the last retail dealer. With this constant threat of speculative inter- 
est getting hold of our market, no one feels safe to go into regular cash trading 
channels and buy our market into a firm cash position. Past perfermances by 
such speculators have definitely proven that onions are so small a crop and so 
perishable that these gambling interests can gain a stranglehold on our com- 
modity to such a point that they can choke it to death, destroy a decent market 
almost overnight, and cause untold losses to everyone who is trying to dispose 
of actual onions. 

Our only request is that you let the people of the onion industry—the growers 
and the dealers in this commodity—buy and sell their product without gamblers, 
speculators, and manipulators interfering. 

By helping us put through legislation outlawing future trading in onions, you 
will have gained the undying gratitude of thousands of interested growers and 
dealers. 

Yours respectfully, 
Branp Bros. Propuce Co., 
Onas D. BRAND 
(For the firm). 


YcsHIno Bros. Farms, 
Quincy, Wash., March 25, 1957. 
Representative HAroip D. Coo.Ley, 
Chairman, House Agriculture Committee, 
House of Representatives, Washington, D.C. 
Dear Sir: This year’s disastrous onion prices, at a time when the crop was 
short and in good demand, should serve to prove that the controls placed on 
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onion futures trading by the Commodity Exchange Authority last year are 
insufficient and inadequate in the prevention of price manipulation. This 
futures trading in onions has been a great detriment to the farmers and to an 
industry which supplies the livelihood of 200,000 people. It has been proven 
that futures trading is controlled by 15 men. 

March futures made a high of $2.20 on February 4, 1957, and a low of 87 
cents during the latter part of February. The price of onions here went from 
a high of $3.75 per bag to a completely demoralized market due to futures 
trading. 

Onion growers and shippers would like to urge your full support in acting in 
favor of bills H. R. 376, H. R. 1933, H. R. 1935, and 8. 778 to abolish the onion 
futures trading. 

Sincerely yours, 
GEORGE YOSHINO. 


Muck Farms, INC., 
Lake Mills, Wis., March 25, 1957. 
Hon. GrEorGcE M. GRANT, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN GRANT: We were pleased to hear that your subcommittee 
will hold hearings on the bills to ban futures trading in onions in the near 
future. 

It was our privilege to be present at your special committee hearings for 
growers held in Chicago last March. While we had our personal doubts as to 
whether the changes effected last year were the answer to the onion grower’s 
problem, we did feel that it was a fair and sincere way of giving the futures 
trading a chance to prove its beneficial or detrimental effects to the producer. 

There should not be too much doubt in anyone’s mind now as to the disastrous 
results that futures trading has brought to the grower this season. The wild 
fluctuation of the March contract early in February does not leave much ques- 
tion before us as to what has happened. The pressure of the speculative shorts 
was just too strong, regardless of the actual supply of onions available for con- 
sumption. The encouragement of a slowly, but steadily, rising cash market 
was wiped out in less than a week’s time. In our own case, had to make price 
adjustments on onions that had been sold prior to the violent upswing and down- 
swing of the futures, but delivered after the reaction. Since that time there 
has been no firm cash market—sales had to be made leaving a receiver protection 
based on the futures action. We might add there was never a case of the 
adjustment being made upward. In addition to this, the violent activity on 
the futures market produced so much uncertaintly that cash buying activities 
were practically halted for a period of 10 days to 2 weeks. 

Futures trading certainly has its place in a number of commodities whereby 
a producer or consumer can operate a legitimate hedge position. Onions are a 
perishable that must either be consumed or dumped in a relatively short period 
of time; there can be no carryover of stocks. 

It is a serious thing when a person stops to realize that it takes only a few 
individuals, holding a collective position of 800 to 1,000 carlots, to be able to 
run the futures contracts up or down at will. This can be done in the face of 
any actual situation of supply as has been proven in the action of the March 
contract. 

With respect to markets, the Chicago market for cash onions has been prac- 
tically taken out of existence. The delivery of a few cars and the subsequent 
redelivery many times over does nothing to enhance their desirability to the 
consuming trade. These cars will eventually fall out of grade and as such 
are then offered at greatly reduced prices to the trade—a factor, which in itself 
produces very deterimental effects. We must remember that the delivery of a 
car of onions on the exchange does not dispose of that car of onions through 
consumer channels. 

Another very important factor is the bare fact that there are very few 
legitimate onion growers who can afford to operate a so-called hedge program 
as suggested by the exchanges. The minimum requirement of $300 per car 
margin can be a sizable block to a grower when he has his money tied up in 
seed, fertilizer, and labor. Various finance programs have been suggested for 
the grower, but we must keep in mind that the grower entering into one of 
these finance deals loses his individuality and his right to conduct his business 
as he best sees fit. He (the grower) merely becomes a tool of the members 
of the exchange. 
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Overproduction is another of the evils brought on by these financed deals, 
The grower must increase his plantings because of the “split” he must make 
with his exchange partner. It is a sad state of affairs when one realizes that 
in onion production we have a type of agriculture willing to operate within the 
benefits of support prices and other subsidy, and yet to also have to realize that 
that industry has been pushed to the edge of disaster by manipulations in onion 
trading, 

We appeal to you and to your subcommittee to fully analyze the facts and to 
realize what this thing has done to the thousands of onion growers throughout 
the Nation. This is the onion grower’s bread and butter and not the wild 
scheme of a small special interest group living off the works of others. 

Thank you. 

Very truly yours, 
FRED J. SCHMETSSER. 


COLORADO DEPARTMENT OF AGRICULTURE, 
Denver, Colo., April 5, 1957. 
Hon. Harormp D. Coorry, 
Chairman, House Agricultural Committee, 
House Office Building, Washington, D. C. 

DEAR Mr. Cootey: A few years ago the merchantile exchange started futures 
trading on onions. We have had the opportunity to observe the effect of this 
procedure upon our onion industry in Colorado and there is no doubt that this 
procedure has been detrimental to this large industry. Through the manipula- 
tion of market prices due to futures trading, a very unstable price situation has 
been created, particularly at the shipping point. The old law of supply and 
demand cannot operate as it should, consequently, the producer cannot plan his 
production and marketing as he would on a free market. 

This practice, causing unnatural price fiuctuation on the market, has caused 
many onion producers in our State to discontinue the production of onions. 
When you realize Colorado is the third State in the United States so far as late 
onion production is concerned, you can readily realize the importance of the 
practice of futures trading or any other practice that tends to create an unstable 
inarket for onions. 

I understand that there are 4 bills in Congress at the present time to remove 
onions from futures trading on the mercantile exchange: H. R. 1933, by Rep- 
resentative Gerald Ford, of Michigan; H. R. 1935, by Representative Robert 
Griffin, of Michigan; H. R. 376, by Representative Gracie Pfost, of Idaho; S. 778, 
by Senator Richard L. Neuberger, of Oregon. 

I urge you to do what you can to see that legislation is passed to remove 
onions from the futures trading on the mereantile xchange. I am sure if 
you can get this done, you will have rendered this large agricultural industry 
in Colorado a great service. 

Sincerely yours, 
Paut W. SwIsHeER, Commissioner. 





WESTERN GROWERS ASSOCIATION, 
Los Angeles, Calif., April 25, 1957. 
Hon. GreokGE M. GRANT, 
Chairman, Domestic Marketing Subcommittee, 
House Agriculture Committee, Washington, D.C. 

My Dear CoNGRESSMAN: This association represents 85 percent of the pro- 
ducers of fresh vegetables and melons from the States of California and Arizona, 
whose production is in excess of $400 million annually to the economy of the 
2 States. Among these producers are growers and shippers of onions. 

Our people are considerably interested in proposed legislation now before your 
committee—H. R. 376, H. R. 1933, H. R. 1935, and H. R. 3418—providing for 
the removal of onions from futures trading. Early in 1956, the Western Grow- 
ers Association went on record in favor of such legislation, and our position 
remains unchanged. 
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In behalf of our California and Arizona growers and shippers of onions, we 
want to report again their position as being wholeheartedly in favor of the 
proposed legislation. 

Yours very truly, 
FRANK W. CASTIGLIONE, 
Executive Vice President. 





VINKEMULDER C©o., 
Grand Rapids, Mich., April 27, 1957. 
Subject: House bills referring to onion-futures trading. 


Representative Harotp D. CooLey, 
New House Office Building, Washington, D.C. 


DEAR REPRESENTATIVE COOLEY: We are enclosing a copy of our letter to Rep- 
resentative Grant in which we give our background and some of the reasons we 
are opposed to the House and Senate bills to prohibit futures trading in onions 
on organized exchanges. 

In our opinion, trading in onion futures is just as useful, desirable, proper, 
and necessary as the trading in grains and other commodities. Its correct use 
by growers and others in the onion trade is and/or can be of great benefit to 
them. We know of many growers who have used and want to continue to be 
able to use the futures market in onions to protect themselves while growing 
a crop which is subject to so many influences, such as weather, production 
results, and marketing conditions. 

During our 50 years in the onion business we have seen all kinds of onion 
markets, and the market at times has fluctuated even more erratically than it has 
since onions have been traded on the exchanges. Even without futures trading 
in them, there will without doubt still be wide fluctuations during a crop year 
and from year to year. The recent release by the CEA concerning the January 
March 1957 onion-futures action, clearly states that they found no evidence that 
the average season prices received by producers for cash onions have been mate- 
rially affected by futures trading. 

From our observation, we believe that the hedging use of the futures market 
has been of importance in general and certainly to the growers who have been 
intelligent enough to properly take advantage of the opportunity made available 
on the futures market to protect themselves. We feel that as time goes on, that 
such trading will become more acceptable to more growers and that it will 
become increasingly more important to them and to the marketing of onions in 
general. Such trading is comparatively new, but is growing and developing and 
improving, and we feel that it should be given an opportunity to continue to do 
so because it will surely turn out to be satisfactory and needed even more than 
at present. 

Thank you for your interest in this matter, and we again urge that these bills 
be allowed to die in committee. 

Respectfully submitted. 

H. BLAKE VINKEMULDER. 


FEeLIx ZELOSKI, 
Antigo, Wis., April 29, 1957. 
Hon. GreorGeE M. GRANT, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN GRANT: Agriculture has been my life’s work. For a 
period of 30 years I have been a producer of grain. On numerous occasions 
I have made use of the hedging feature on the board of trade. I believe I 
recognize the value of futures trading in a great number of commodities, and 
I am in no way condemning futures trading in itself. 

However, when we come to a commodity such as onions, we face a different 
situation entirely. By no stretch of the imagination can we compare onions 
to the staple commodities such as cotton, wheat, oats, or corn. The bare fact 
that onions are a perishable defeats the possible benefits of a long-range hedge 
program such as you can have in these other commodities. At the end of the 
onion’s storage life, which is 6 months at the most, they must either be con- 
sumed or dumped—there can be no carryover of stocks. In disposing of any 
season’s onion crop there must be a marketing pattern of movement based on 
supply. When you place onions in a position to be subjected to the pressure of 
speculation on a futures board, any fluctuation on that futures market will 
disrupt that normal marketing pattern which can make a “long” crop out of a 
very moderate crop. 
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In our own case of grain production, for example, we have produced.certain 
varieties of seed grains for which the demand fell completely off one season. 
We were able to store that seed and sell it as much as 3 and 4 years later. 

It is my honest opinion that the futures trading in onions has done nothing 
but bring financial disaster to the onion grower and it is our hope that you and 
your committee will take this fact into consideration. 

Thank you. 

Very truly yours, 
Feitx ZELOSKI. 
Fiorina, N. Y., April 25, 1957. 
Haroip D. Coorry, 
House Office Building, Washington, D. C.: 


Onion futures trading helpful to successful marketing of onion crop. Kindly 
support legislation to keep the trading active. 


EpwIn B. Sosnrecu, Unionville, N. Y. 





FroripA, N. Y., April 25, 1957. 
Haroip D. Cootey, 
House Office Building, Washington, D. C.: 
Abolishment of onion futures trading would be a definite loss to onion 
growers. Act to keep this trading alive. Thank you. 
JOHN E. VoLock. 





Ciry NATIONAL BANK & Trust Co., 
Chicago, Ill., April 24, 1957. 
Hon. Harotp D. CooLey, 
Chairman, Agriculture Committee, 
House of Representatives, Washington, D. C. 

Dear Sir: I should like to register with you my opinion that it will be dis- 
tinctly beneficial to the banks and other financial institutions if trading in onion 
futures is continued on the Chicago Mercantile Exchange. 

I feel that it is most helpful to those institutions who are called on to render 
financing if an orderly market is maintained on this major commodity exchange. 

Yours very truly, 
FRANK T. FITZGERALD, 
Vice President. 





BOARD OF TRADE OF THE CITY OF CHICAGO, 
April 25, 1957. 
The Honorable Harotp D. CooLey, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN COOLEY: It has come to my attention that hearings are 
scheduled in Washington next week on bills to prohibit futures trading in 
onions. As president of the Chicago Board of Trade it is understandable that 
I have followed the controversy over union trading during the past couple of 
years because I feel obliged to be conversant with all futures trading develop- 
ments in various market. Continuing attacks on the free price system from 
various quarters has had a restrictive and hampering effect on futures trading 
in all agricultural commodities in recent years and prevented our futures mar- 
kets from performing their functions as effectively as might be the case. The 
cotton market, for example, has been almost eliminated, but a concerted drive 
is being made at this time by all elements of the cotton trade to return to free 
markets, which served them so well for many decades. We are hopeful in the 
grain trade that a more realistic agricultural program will emerge soon to the 
benefit of both producers and consumers of agricultural products. 

Therefore, it comes as a great shock to believe that Congress might actually 
pass a bill abolishing a market in which, the Commodity Exchange Authority 
reports, there has been no evidence of manipulation since it has been under their 
control for slightly over 1 year. Obviously, we all stand for elimination of 
malpractice and in all markets constantly work for effective self-policing. 

On behalf of the Chicago Board of Trade I strongly urge that you deliberate 
long before setting a precedent of eliminating futures markets arbitrarily by 
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statute. In addition, if we can be helpful to you by supplying information about 
our own market function or about futures trading in general, do not hesitate 
to let us know. 
Sincerely yours, 
Rosert C. Liespnow, President. 


JACKSON, Micu., April 25, 1957. 
Hon. Harotp CooLey, 
Chairman, House Committee on Agriculture, 
Washington, D. CO. 

Dear Sire: After observing and experiencing a complete cycle of 1 year of 
onion futures trading under the new rules, that is, the practical elimination of 
cold-storage deliveries, regulations, and limitations of commitments, and, also, 
the apparent desire of the merchantile exchange to cooperate in changing rules 
from time to time that will better protect the grower. 

At this time I am contradicting all previous statements and letters condemn- 
ing futures trading in onions, and wish to express my desire for your coopera- 
tion in protecting and sustaining onion futures under strict CEA control. 

It is not without considerable thinking and study of this matter that I have 
changed my mind, and it is also in the absence of any suggestions or pressure 
from anyone. 

Your cooperation will be greatly appreciated. 

Respectfully yours, 
LYLE E. JorDon, 


(Thereupon, at 12:10 p. m., the subcommittee adjourned to recon- 
vene tomorrow, Thursday, May 2, 1957, at 10 a. m.) 
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THURSDAY, MAY 2, 1957 


House or REPRESENTATIVES, 
SuBCOMMITTEE ON Domestic MARKETING, 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The subcommittee met. at 10:10 a. m., pursuant to notice, in room 
1310, New House Office Building, Hon. George M. Grant presiding. 

Present : Representatives Grant, Hagen, and ‘Knutson. 

Also present: Representatives Johnson, Andresen, and McIntire; 
John Heimburger, staff counsel; and Mabel Downey, chief clerk of 
the committee. 

Mr. Hagen (temporarily presiding). The chairman of our sub- 
committee has not yet come in, but if you want to get started now I 
will be glad to call the committee to order. 

We are honored to have here before us this morning, Harold C. 
Ostertag, of New York. Will you go ahead, Mr. Ostertag? 


STATEMENT OF HON. HAROLD C. OSTERTAG, A REPRESENTATIVE 
IN CONGRESS FROM THE 39TH DISTRICT OF THE STATE OF NEW 
YORK 


Mr. Osrertaa. Mr. Chairman, for some years now the onion growers 
of my district have been deeply concerned over the effect of “futures 
trading on their lives and fortunes. In a word, the effect has been 
almost uniformly bad. 

In the past few years, more than a hundred growers have gone out 
of business in one county of my district, largely because speculations 
and manipulations on the onion futures markets have ruined them. 

Unquestionably the futures markets serve a useful purpose in stabili- 
zing supply and demand where imperishable products are concerned. 
But in my judgment, Mr. Chairman, there can be little or no justifica 
tion for listing perishables on this market. It invites gambling of the 
unhealthiest sort, and virtually insures distress selling on a planned 
basis. The people who are hurt by it are not the big « operators, who 
perhaps can afford losses now and then, but the small farmers and their 
families—people whose economic margin of safety is very narrow 
indeed. 

Mr. Chairman, your committee has now had this matter under con- 
sideration for a long time. After exhaustive hearings, you decided 
last year to give the mercantile exch: ange One more year in which to 
clean up its practic es and justify the listing of onions on its boards. 
The year has passed, and while the exchange claims to have instituted 
the needed reforms, the fact is that the growers are no better off than 
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before. They are still victimized by speculators, and they still find 
themselves, after a year’s hard work, with little or nothing to show for 
their efforts. 

All that these growers want is an opportunity to take their chances 
in the free market, where the only laws that govern them are the 
laws of supply and demand. That is such a good, fundamentally 
American objective that we ought to grant it forthwith. I hope you 
gentlemen will act favorably upon their pleas. I am glad to add my 
voice to theirs in urging that you abolish this unwise, unnecessary, and 
uneconomic roadblock to a free market. 

Mr. Chairman, there are here present from our area the following: 
Ed Baldwin, Dave Rowntree, John Swartz, Roy Rowecliffe, Gerand 
Condello, and Anthony Zambito. They are here, and at the appro- 
priate time I am sure that they will be given an audience by this 
committee. 

Mr. Hacen. We appreciate their coming down, and we thank you 
for your statement, Congressman Ostertag. 

Mr. Osrertac. Thank you very much, Mr. Chairman. 

Mr. Hacen. I notice that we have here Senator Neuberger, of the 
State of Oregon. If you wish to proceed this morning, Senator, we 
will indeed be glad to hear you. 


STATEMENT OF HON. RICHARD L. NEUBERGER, UNITED STATES 
SENATOR FROM THE STATE OF OREGON 


Senator Neusercer. Mr. Chairman, you are very kind for giving 
me your time. I know how busy you are; the Senate is no ‘busier 
than the House, and I know that I speak for the other witnesses as 
well as myself when I state that we are grateful to you for starting 
the hearing thus promptly. 

I have a statement, Mr. Chairman, which, with your kind permis- 
sion, I would like to submit for the record, and to just paraphrase it 
very briefly. I would request the entire statement to appear in the 
hearing record, if that is agreeable with you. 

Mr. Hacen. That is agreeable, Senator Neuberger. Your state- 
ment will go in our record in its entirety. 

(The statement referred to is as follows :) 


STATEMENT OF SENATOR RicHArD L. NEUBERGER, OF THE STATE OF OREGON 


Mr. Chairman, it is always a privilege to appear before the House Agriculture 
Committee. The courtesy and graciousness of your chairman, your members, 
and your staff is remarked by all who have occasion to come before you. 

This past fall I visited Malheur County, and in Ontario on the Snake River, 
I met with a delegation representing the Malheur County Onion Growers Asso- 
ciation. Mr. Chairman, the members of that farmers’ organization are the men 
who produce the commodity that brings us together here today. From the time 
their ground is prepared until their last sack has been marketed, they devote 
their energies to the strenuous and exacting tasks of the farmer. And under 
the present system, many of their hours away from the field are expended in 
anguished study of what happens in the commodity exchanges where onions 
are a speculative product in futures trading. The onion growers with whom 
I met were very definite about one thing: They wanted a bill introduced early 
in the 85th Congress which would amend the Commodity Exchange Act to pro- 
hibit trading in onion futures in commodity exchanges. I promised them that 
I would submit such a bill. On January 23 I introduced 8. 778. Senator Potter, 
the senior senator from Michigan, introduced a similar bill. In the House, 
a number of companion bills were introduced. Among those offering them were 
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Representative Gracie Pfost, from Idaho, and Representative Al Ullman, from 
Oregon. In their respective districts are grown hundreds of cars of onions. 
The provisions of these bills amend the present act by inserting after section 4i 
the following new sections: 

“Seo. 4j. No contract for the sale of onions for future delivery on or subject 
to the rules of any board of trade in the United States shall be made by or 
through a member of a board of trade which has been designated under section 4 
as a contract market. 

“Sec. 2. This act shall take effect on the first day of the first month which 
begins more than 30 days after the date of its enactment.” 

Judging by the letters I have received from growers in recent weeks, I was 
well advised in submitting this bill. Events subsequent to its introduction, in 
the judgment of the Malheur County growers, has reemphasized and reconfirmed 
the need for this legislation. 

Last year, it will be recalled, many of those here today testified before this 
same committee in behalf of H. R. 7920. That bill, too, would have abolished 
the futures trading in onions in the commodity exchanges. In their report on 
the bill, the Department of Agriculture advised against favorable action. It was 
the Department’s wish that stricter regulations which were being imposed on 
trading in onion futures be observed and studied before trading was stopped by 
legislative enactment. 

The committee bowed to the request and judgment of the Department. Another 
year has passed, the growers have faithfully observed the results of the restricted 
operation, and they are not satisfied. 

Let me say at this point, Mr. Chairman, that I have not received a single 
letter from Oregon voicing opposition to these bills to prohibit trading in onion 
futures. Rather, the story I get is that in Oregon everyone conversant with 
the situation of the onion growers favors the enactment of the proposed 
legislation. 

The attitude of the growers on this subject was clearly enunciated by a resolu- 
tion issued by the Malheur County Onion Growers Association which states: 

“1. Whereas onions to be delivered on the mercantile exchange are permitted 
to be traded 5 months ahead of planting (11 months before delivery) ; and 

“2. Whereas this early trading tends to increase plantings which lead to 
increased production and depressing prices at harvesttime; and 

“3. Whereas most onion growers cannot use the futures market for hedging 
because they do not have sufficient funds available to put up the original margin 
and meet possible margin calls; and 

“4. Whereas it has been possible for a trader on the exchange to corner prac- 
tically all physical onions delivered on the exchange, thus creating a depressing 
effect on the market; and 

“5. Whereas these practices in the futures trading of onions has disrupted the 
orderly marketing of the crops and resulted in financial loss to growers: There- 
fore, be it 

“Resolved, That the Malheur County, Oregon, Onion Growers Association take 
immediate action for national legislation to secure permanent abolishment of 
onions from futures trading.” 

I think it is revealing to note the comments that bob up in a rather extempo- 
raneous manner, occasionally, in the bulletins issued by trading members of the 
board. On February 1, for an illustration, Kelly-Black Co., Inc., stated: “The 
price on medium onions in the cash market started gathering momentum this 
week. It started first at the farm level with the shippers not able to sell at the 
increased price that the farmers were demanding. By the end of the week he 
(the shipper) was able to make the receiver pay the price and the cash picture 
appeared to be on solid ground after the recent advance. Subsequent moves 
depend upon rate ef movement of present supplies and weather developments in 
Texas.* = 2." 

On February 8, a bulletin from the same firm said: “The cash markets are 
in a turmoil after the action of the board Thursday and Friday. Up to the 
middle of the week, the buyers and sellers were having difficulty getting together 
on prices. Now no one knows what to pay or what to ask, and it will probably 
take a few days for this condition to correct itself. Naturally, there is much 
more of a tendency for the farmer to be willing to move supplies.” 

And then, on the 15th of February, this statement appears in that firm’s 
bulletin: “As a clearinghouse member of the exchange, we cannot help but 
be aware once again of all the criticism that appeared during this past week among 
the growers as the market fell rapidly from its highs. Quiet has reigned, more 
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or less, about the board for some months, Once again they are fighting to abolish 
it. All business makes mistakes and, in the past, the exchange may or may 
not have made their share of them.” 

It was in these very days of February that the price of onions declined $0.81 
in one 3-day period. I am no onion trader, but I am told that the market was 
almost completely demoralized in that month and near panic ensued. March 
futures made a high of $2.20 on February 4, were at $1.39 on February 7, were 
at a low of $0.85 on March 6 and then, with an awareness that burdensome 
supplies of onions were not on hand, closed out on March 2 at $1.60. 

Spokesmen for the onion growers among my constituents charge that this 
decline and partial recovery was primarily the result of manipulations. 

In February, I had a very interesting letter from a member of the Chicago 
Mercantile Exchange. His letter, by the way, is 1 of 3 or 4 I have received op- 
posing this contemplated legislation. The writer points to activities of growers 
in use of the exchange which, he charges, is manipulation by growers. Perhaps 
it is. It seems to me, Mr. Chairman, that this is admission by an exchange 
member that futures trading on onions is, in fact, susceptible to manipulation, 
It is this very susceptability inherent in the system which disturbs many of my 
onion grower constituents. 

I must comment on just one other of those very rare letters of opposition I 
received. It ends with the impassioned plea: “We trust you will consider not 
only our interest, but the interests of the many who use the futures market 
successfully, and not take away our great American heritage of free independent 
enterprise.”” I am sure the nearly 200 members of the Malheur County Growers 
Association, who desire to be more directly influenced by the simple law of 
supply and demand, will be startled to know that their wish is inimical to free 
enterprise. I am further surprised that, if this is actually the problem we are 
considering, the report from the Department of Agriculture failed to warn the 
Senate and House Agriculture Committee chairmen of this fact. The report 
from the Department, with a show of neutrality, merely summed up their esti- 
mate of the bills by saying that should such legislation “receive the approval 
of the Congress, however, we are of the opinion that its enactment would not 
significantly affect the marketing or distribution of onions.” 

Mr. Chairman, I wish the Department had assumed a bolder role than that 
exhibited by the above quoted statement. I am sure that the farmers who look 
to the Department as their advocate are disappointed with the report. The 
united front that I have been arrayed by Oregon growers in opposition to 
present practices in futures trading convinces me that it is sheer effrontery to 
impose on these growers a system that they wholeheartedly condemn. 

It is with that statement that I conclude my remarks, and urge your commit- 
tee to give your approval to the proposed legislation. I would also like to ask 
your consent to include with my remarks a statement prepared by Mr. Burns, 
of Nampa, Idaho, entitled “Onion Futures Trading Versus Physical Onion 
Market,” and a letter from Cliff Bishop, of Ontario, Oreg. 


(The statement and letter are as follows :) 
ONION FuTuRES TRADING VERSUS PHYSICAL ONION MARKET 


All the Members of the Congress, House and Senate, and especially those 
members of the House and Senate Agriculture Committees, are familiar with 
legislation that was introduced in both the House and Senate by Representative 
King, H. R. 7920, and Senators Welker and Dworshak, 8S. 3204, in the early part 
of the 1956 session. Quite an extensive investigation was made by the House 
subcommittee headed by Representative Harold D. Cooley, chairman of the 
House Agriculture Committee, and Representative George M. Grant, chairman 
of the House Agriculture Subcommittee. 

Extensive hearings were held before Representative Grant’s subcommittee 
in Chicago, March 24, 1956, and in Washington, D. C., on May 16, 17, 18 and 22, 
1956. Testifying at both of these hearings were many growers and members cf 
the onion industry from all the onion-growing States of the Nation. Their 
testimonies developed that approximately 99 percent of all the growers and 
members of the onion industry urgently requested the passage of those bills 
being held by the Agriculture Committee which would eliminate this futures 
trading. 

We are sure that after the testimony introduced at these hearings there was 
little doubt in the minds of the Agriculture Subcommittee but what this futures 
trading in onions had been a great detriment and had been the cause of the 
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growers and the onion industry losing untold millions of dollars due to the 
operation of this futures trading during its existence. 

It was not until September 1955 that onions were placed under the control 
of the Commodity Exchange Authority, and since the mercantile exchanges, 
both in Chicago and New York, had made what they thought might be corrective 
measures in their trading rules, that the Agriculture Subcommittee asked that 
the Commodity Exchange Authority be allowed 1 year to eliminate the evils of 
futures trading by regulations. 

The Commodity Exchange Authority, through the cooperation of the Chicago 
Mercantile Exchange, did do a commendable job through part of the fall and 
winter. However, we might point out that when the USDA report of onion 
holdings on hand as of January 1 was released on January 18, the prices moved 
up to a level on physical onions justified by supply and demand, the speculative 
shorts became panicky, rules were forgotten, and the Commodity Exchange 
Authority, and even their own mercantile exchanges, could not hold them under 
control. 

It is interesting to note the volume of trading prior to January 18, 1957, 
prior to the time the USDA report was released, compared to trading between 
January 18 and February 28, 1957, which are as follows: November 1956 trades, 
which were opened December 1, 1955, amounted to 14,212 cars; January 1957 
trades, 20,618 cars; February, 7,768 cars; March, 11,775 cars; or a grand total, 
all options, of 54,873 cars, which is considerably less than those trades during 
2 comparative period the previous year. However, starting on January 18, 
1957, through February 28, 1957, there were 197 cars traded on Januarys, 
2,930 cars on Februarys, 29,094 on Marches, for a grand total of 32,221 cars in 
less than a 6-week period, or nearly 3 times more Marches traded than there 
were during the entire period previous to January 18, 1957. 

There were a total of 5,693 trades in March on all options, out of which there 
were approximately 5,000 March trades through March 22, the close for trading 
en March options. It can be pointed out that during the time that March options 
were opened through January 18, there were only a total of 11,775 ears of 
Marches traded. However, after January 18 to March 22 there were a total 
of 34,094 ears traded in a period of practically 2 months. In other words, 
there were practically 3 times more Marches traded in a 2-month period as 
were traded during the several months prior to January 18. It would appear 
there was a wild scramble by the bears especially after February 4. On Febru- 
ary 7 alone there were 3,323 cars traded on all options, 3,279 Marches, 44 other 
options. On the various options, records show that there were 40 cars delivered 
in November, 169 cars in January, 149 cars in February, and 246 cars in March. 
These deliveries as shown do not actually mean anything as a great many times 
the same car will be delivered and redelivered 6 or 8 times, so these totals do 
not represent the total cars that are actually delivered on board options. 

March futures made a high of $2.20 on February 4 and made a low of $0.85 
on March 6. However, Marches closed on February 4 at $2.20 and just 3 days 
later, on February 7, they hit a low of $1.39. In other words, prices declined 
on the board $0.81 in just a 3-day period. 

Starting January 18, the time the United States Department of Agriculture 
report was released showing holdings as of January 1, the trade were buying 
cnions at prices justified by supply and demand and this drastic drop on board 
prices, February 7, naturally caused the trade to practically discontinue buying 
due to the action on the board. As a result, we had a completely demoralized 
market. We would say nearly a panic. Many of the board members tried to 
place the blame of this drastic price decline on the report of the National Onion 
Association as of February 1, which was released on February 2 and received 
by most members of the association on February 4. However, careful study of 
the National Onion Association figures as of February 1 compares very favor- 
ably with the USDA report issued January 1 after deduction of shrinkage and 
shipments for January. There was definitely nothing in the onion supply situa- 
tion to justify such a decline in board prices except that the bears became 
panicky and were finally able to get control. 

Another action which can be pointed out is that March commitments were 
quite heavy on March 1 and they were able to drive prices down to a low of $0.85 
on March 6. However, as further evidence to show that this drastic decline was 
not due to burdensome supplies of onions on hand, it can be pointed out that 
March futures started to advance after March 6 and finally closed out March 22 
when trading closed for Marches at $1.60, or $0.75 higher than they were on 
March 6. There were still 43 open commitments on March 22 which have now 
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been cleaned up. But this sharp advance on board prices during a 2-week 
period is evidence alone that both the Government report and the National Onion 
Association report were correct as to onion holdings on January 1 and February 
1. Had it not been for this heavy trading on the board by unscrupulous traders, 
prices would have never declined to such a drastic low level. 

It might be mentioned that members of the Chicago Mercantile Exchange 
acknowledged the effects that this futures trading had on the physical onion 
market in a bulletin from one of their prominent members in their Bulletin 
No. 42, dated February 8, 1957, which reads as follows: 

“The March option made a high of $2.20 and a low of $1.45 this week. Friday 
it closed at $1.45, showing a loss for the week of 62 points. The February option 
has only a very small commitment remaining. 

“The cash markets are in a turmoil after the action of the board Thursday 
and Friday. Up to the middle of the week the buyers and sellers were having 
difficulty getting together on prices. Now no one knows what to pay or what to 
ask, and it will probably take a few days for this condition to correct itself. 
Naturally there is much more of a tendency for the farmer to be willing to move 
supplies. 

“As to the futures market, with the heavy volume the swings are quite pro- 
nounced. It certainly is only the stouthearted that can remain with a posi- 
tion. Due to an entire different set of circumstances than we had last season, 
this market is going to remain quite volatile. There are no storage onions in 
Chicago for delivery and the amount of deliverable onions from nearby sources 
are not overly large. These facts alone would seem to establish a low much 
higher than last season. Texas has improved in the last 30 days and onions 
are making satisfactory progress. To the alert trader this onion market will 
present good trading possibilities over the next several weeks as the moves 
apparently will be overdone by both the bulls and the bears.” 

From the above quotation taken from a bulletin written by a member of the 
exchange, it is an acknowledgment from them that this futures trading was 
responsible for the physical onion market being in a turmoil. 

Onion growers in Idaho-eastern Oregon had approximately 600 cars of onions 
on hand as of February 1, and prices since that time have declined all the way 
from $750 to $1,200 per car which means a loss conservatively of half a million 
dollars to the onion growers in Idaho-eastern Oregon which with little doubt 
is due to the activity of the Chicago Mercantile Exchange being in existence 
for the trading of onion futures. Certainly the fiasco of the following 5 weeks 
after February 4 has destroyed any hope anyone, including the Commodity 
Exchange Authority, might have for cleaning up onion futures trading by regu- 
lations. 

It was shown in previous hearings last year that growers and the onion in- 
dustry have suffered untold millions of dollars in losses, and their losses after 
February 4 have run into the millions for the growers in those onion-growing 
States. This is truly pathetic in view of the fact that our available supply 
of onions on February 1 did not justify such action that developed after Feb- 
ruary 4 by unscrupulous trading on the Chicago Mercantile Exchange. 

The very nature and size of the onion crop as a commodity makes manipula- 
tion inevitable, but the only remedy for the evils of onion futures is the elimina- 
tion of onions from the futures board. The so-called corrective measures made 
by the Chicago Mercantile Exchange in their trading rules have failed to correct 
this terrible menace to the onion industry. Therefore, it is the earnest hope 
of the growers and the onion industry that our Congress this year will act 
favorably on bills now introduced in Congress by Representative Gracie Pfost 
(H. R. 376). Representative Gerald Ford (H. R. 1933), Representative Robert 
Griffin (H. R. 1937), Representative Al Ullman (H. R. 1318), Senator R. L. 
Neuberger (S. 788), and Senator Charles E. Potter (S. 1514). All of these bills 
we understand are now in the hands of the House Agriculture Committee for 
their recommendations. Passage of any one of these bills, of course, will do 
the job; but we urge the support of all of them. 


APRIL 12, 1957. 


The Honorable RrcHArD L. NEUBERGER, 
United States Senate, Washington, D.C. 
Sir: I appreciate your acknowledgement of my lJetter. It is a pleasure to know 
that we growers are at last being heard. I will herewith give you some addi- 
tional information. 
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Now these brokers are trying to tell us how we growers can take all the gamble 
out of our marketing by just contracting our produce with the commodity 
exchange. Let’s have a look at the record. I can’t take your time and space 
here to show the debacle the commodity exchange has made of our marketing, 
each and every marketing season since they have put onions on the board. 

The brokers have all the characteristics of the old-fashioned pitchmen. To 
enlighten the Agriculture Department and Commodity Exchange Authority, we 
growers are not so gullible as to allow ourselves to be herded in by this bunch 
of brokers or “‘pitchmen” any more. They are no good to our industry as growers, 
or the dealers, or trade in general—just no one but themselves. We want the 
commodity exchange out of our production before we have to start screaming 
for support prices on our produce to keep the commodity exchange from busting 
our markets down to below production costs each season when there is no 
overproduction. 

We will just cite, as an example, the upset in the cash market through the 
Commodity Exchange’s manipulation around February 1 of this 1956-57 season. 
During January 1957, the cash market was going along wite a De feeling 
among all the trade. The futures market was below the « 
always is, but following along. The brokers were machin sane ‘ote the 
customers to buy, until on February 7 there was 2,450 cars traded for March 
delivery that 1 day; with a total of 7,458 cars traded during the 4-day period, 
February 5-7. This represented pratcically all of the stocks on hand in the 
United States at this date. 

Then they lower the boom, and the few boys sold that paper so fast, making 
their money. 

They can make just as much bearing the market down as pushing it up. 
They dropped our market $1 per hundredweight in 3 days, February 5-8, or $300 
per carload, which is production cost, harvested in the field, not on board the 
car. You can imagine what this would do to growers and the industry in general. 
During these 3 days, about 6,000 carloads were traded at $22 brokerage per 
car—all on paper. Possibly about 10 cars of actual onions were delivered. 

The cash market has been in a demoralizing shape since this date with abso- 
lutely no excuse for it, regardless of what defense the commodity exchange 
puts up for itself, 

To all intents, this amount of stocks must be delivered on the board in Chicago 
in about 20 trading days in March. It doesn’t take any stretch of the imagina- 
tion to realize that someone around Chicago is going to have to eat a lot of 
onions during March. This being impossible, the pile, like any perishable com- 
modity, would very soon have an odor and the market at the same time has the 
odorous semblance of a woods kitten. All the trade backs away from this kind 
of a deal, leaving the growers and shippers with stocks on hand holding the 
bag and wondering how he got into this mess. 

Further, the last days in March last year onions were 10 cents per bag 
on the exchange. This is one-half the cost of the empty bag out here, not 
delivered Chicago. We have never had such a price, even during the 1950’s 
before we had the futures to deal with. I have a very vivid recollection of those 
days. We were commercial growers at that time. In those days, we had to 
put up with a depression; now we have the commodity exchange. 

It is impossible for growers to get out from under with cash commodities dur- 
ing these wild fluctuations. The commodity exchange is only in business to 
collect $22 per car brokerage, buy or sell, and they love wild markets. 

We growers here in Idaho and Oregon are going into a marketing agreement at 
the present time to market, and put out better grades, etc., and if it comes to 
it we can dump a percentage of our crop any time. We feel we are fully capable 
of helping ourselves without any of the manipulating of the commodity exchange 
boys doing it for us. 

We are just asking that the Agriculture Department get the commodity ex- 
change and their brokers out from between the growers and shippers and the 
cash market place. 

Very truly yours, 





Curr BisHop, Commercial Grower. 
Senator NeuperGer. I would just like to say this, Mr. Chairman, 
that I know your time is limited, so I will cut this short and simply 


say to you, Mr. Chairman, and to you Representative McIntire, that 
I know there are people who are from various parts of the Union 
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present who have come a lot further than I have and I am not going 
to presume upon your time and their time. 

My statement again expresses my opposition to trading in onion 
futures, and makes the point that I believe this trading “should be 
stopped. 

You will remember that last year the Department opposed our bill 
and said that this should be left to administrative fiats and adminis- 
trative order. 

It is my opinion and the opinion of the growers in my State whom 
I have contacted that within the past year this makeshift or expedient 
has not worked and that we now need legislation, as we needed it a 
year ago, to forbid trading in onion futures. 

I have submitted my statement as well as the resolution passed by 
the growers in Malheur County in my State of Oregon as wel! as a 
letter. I have received correspondence from some of these people 
and I am submitting this and my comments thereon. 

I just want to say this in conclusion, Mr. Chairman, that as a matter 
of policy it is my feeling that the whole basic future program had 
discriminated against the growers of row crops, of which onions are 
one. 

I have never seen any sense or validity in paying millions of dollars 
and now billions of dollars for the growers of the six basics in the 
form of soil-bank benefits and in the form of farm parity price- 
support payments, and then to eliminate almost entirely from all 
foreign benefits virtually all of the growers in the United States. 

That is one of the reasons that I am jointly sponsoring the Senate, 
along with the two distinguished Senators from Mr. McIntire’s State, 
Senator Smith and Senator Payne, a bill to authorize the inclusion 
of various row crops in the soil bank if the Department of Agriculture 
finds them in — 

To me, the forbidding of onion futures is just part of a whole pro- 
gram to bring row crops to some form of control and nondiscrimina- 
tion against the growers of those row crops, and I believe that the 
forbidding of trading i in onions futures is no less than simple justice 
to the growers in my State of Oregon as well as to the growers in the 
State of New York which has just been represented by the distin- 
guished Congressman a few moments ago, although the growers in 
my State are 3,000 miles away in Oregon. 

I submit my statement and I thank you for your patience. 

Mr. Hacen. I have just one question, Senator, if you will. 

Senator NeuBercer. Yes? 

Mr. Hacen. It has been represented to me that one of the vices of 
the futures trading in onions, and something which is perhaps different 
from the case of other commodities, is the fact that some of those 
engaged in that trading, either the brokers or those people who fre- 
quently use the futures, they frequently get into the business of rais- 
ing onions themselves, and as a consequence the supply situation is 
sometimes moved adversely by those various persons in that trading 
dictating the production, Have you any comment or observation 
about that ? 

Senator Neupercer. I know that in our State—well I am not an 
onion grower myself, but the people in Malheur County in our State 
Malheur County is one of the leading onion-growing areas in the West, 
and in regard to this subterfuge you have just mentioned, that is, 
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emphasizing that these people have an additional special interest 
which is adverse to that of the growers in whose welfare they are sup- 
posed to be interested, and they feel that is an extra and additional 
reason why trading in onion futures should be abolished, and they 
have discussed that with me on various occasions. 

Mr. Hacen. Thank you. Mr. McIntire, any questions? 

Mr. McIntire. Thank you. Senator Neuberger, I am not a mem- 
ber of the subcommittee, but a member of the full committee, and I am 
present at these hearings because I am very much interested in this 
particular subject matter. And I want to express my appreciation 
and, I am sure, the appreciation of this subcommittee for your interest 
in coming here and giving us your position and observations and your 
statement for the record on this matter. 

I would like to explore one thought. With regard to the growers in 
Malheur County, we have been informed, and I am sure that you rec- 
ognize it, that even before there were futures trading in onions and 
before that became prevalent in large quantities, the growers had these 
sharp changes in the price of onions, and yet they have also recognized 
that even were futures trading to be eliminated there probably would 
continue to be these rather sharp changes. They realized that the 
mere elimination of futures trading, although it may not do away 
with these fluctuations, still might tend toward a more stable market, 
inasmuch as it would remove from the market one of the influences 
that affect the prices over and above the supply and demand. 

Senator Neupercer. I feel that the ae int of the people of 
Malheur County is perhaps best expressed by a rather brief resolution 
which they sent to me and I would say that the heart of it is, as they 
have put it in the resoluion: 

This early trading tends to increase plantings which lead to increased produc- 
tion and depressing prices at harvesttime. 

That to me has been the principal objection which my constituents 
who raise onions have voiced to me when I have met with them per- 
sonally, like on the last two occasions in last October and November. 

Mr. McIntire. These traders that you are referring to—who are 
they? Are they the growers who are trading for hedging purposes 
against the cost of production, or do you refer to a trading which is 
more along the distributive line for example: What is your thought ? 

Senator NEUBERGER. My thought is that the reference was specifi- 

‘ally to a trader who is trading within, as you phrased it, a distributive 
element ; the distributors in the onion industry. 

Now, I want to say this about the fact that, even if Congress forbids 
trading in onion futures, there still may be sharp fluctuations in 
prices, my personal feeling on the subject is, from what study I have 
made of agricultural problems and what I have learned from dis- 
cussing with the farmers, so that I might get some grassroots opinion, 
that even if the committee or the Congress forbids trading in onion 
futures, still it is merely swatting flies rather than draining the swamp. 

There are a lot of problems that face the growers of row crops. It 
is my opinion that it may help stabilize the market and stabilize the 
prices, but I believe that many of the basic problems will still exist, 
and I think that until Congress faces up to the problem of giving 
growers of row crops and the producer of orchard fruits, unless it 
removes discrimination against them, that even though we do forbid 
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trading in onion futures it will not get at the most fundamental 
problem. 

Mr. McIntire. The Department testified on statistics yesterday, 
and if I interpret the testimony correctly, it appears evident that there 
were short swings in the price pattern in the current year, which were 
very substantially influenced [ the futures trading, but that over 
the years the average price was not materially influenced by the futures 
trading; in other words, while there might be some short swings which 
would be of a speculative nature, over most of the period of time, both 
before and after there has been futures trading in onions, prices on 
the average were at about the same level, so fundamentally the char- 
acteristics of the marketing of perishables are going to prevail and 
stay just the same, and as they prevailed before, they are likely to 
prevail after. 

Senator Neupercer. I do not deny that. My feeling is that the 
person who should be most interested in the Congress is the grower, 
the grower on the land, the man who raises these crops. To me, the 
person who trades in futures is neither a hewer of wood nor a drawer 
of water, and I feel that if neessary we should restrict his interest to 
promote the welfare of the grower. 

I thoroughly agree with you that perhaps that is not going to get 
at, some of the basic problems of agriculture, but I have always felt in 
the short time that I have been a Member of the Senate we spend 90 
oercent of our time arguing about the welfare, the interests, and the 
anancial stability of about 40 percent of the American farmers—those 
who grow the 6 basics. 

You take my State, for example, just to cite one instance, as of Janu- 
ary 1, or December 31 would be the more correct date, as of that date 
in one middle western corn State $45 million, I believe, had been paid 
in soil-bank payments, and in my State $175,000. 

I think that three corn States are receiving over half the funds 
available for the entire soil bank. I just do not believe that the Con- 
gress of the United States is going to be able to get at the root of the 
agricultural problem unless they go to the people who raise these row 
crops, fruit, onions, potatoes, cabbages, and also butter, eggs, poultry, 
and as long as the great majority of our farm appropriations are paid 
to the growers of the six basics I do not think that we are getting at 
the root of the problem. 

I agree that forbidding the trading in onion futures will not get at 
some of the most basic difficulties confronting the people raising our 
row crops, but I think it would do something to help depress the 
great price fluctuation. 

Thank you, Mr. Chairman and members of the committee, for your 
kindness. : 

Mr. Hacen. I have a statement that has been submitted by Con- 
gressman Charles A. Halleck, of Indiana, which he has asked to 
insert in the record, and that includes the notarized statement of W. K. 
Gast, of Akron, Ind. I would like at this time to include those in the 
record, and also that of Congressmen Aspinall, of Colorado, and 
Budge, of Idaho. 
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(The documents referred to are as follows :) 


STATEMENT OF Hon. CHARLES A. HALLECK, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF INDIANA 


Mr. Chairman, more years back than I care to admit I worked as a youngster 
in the onion fields of Jasper County, Ind., my home territory. 

Today the rich bottom lands of the Kankakee River Valley and other fertile 
areas of northern Indiana produce some of the finest onions in the world, 
bar none. 

Through the years I have known something of the problems of the onion 
producers in my district and have been glad to interest myself in those prob- 
lems. One stems directly from the trading in onion futures which began on 
mercantile exchanges some 15 years ago. 

Heavy speculation and the resulting wide fluctuations in onion futures have 
been plaguing the industry, bringing unwarranted hardship to the farmers of 
my area whose livelihood depends on a reasonably stable market condition. 

I know it is the hope of these onion growers that the Congress act during the 
current session to abolish such trading in onion futures and that there is a 
strong feeling among them that the action to be considered by this subcommittee 
may well have life and death implications for the future of the industry. 

My purpose in appearing before you today is to underscore this hope on 
behalf of the people I represent and to express my confidence that the subcom- 
mittee, in its study of this situation, will give sympathetic consideration to the 
future well-being of the farmers who produce this important crop. 

Mr. Chairman, I have a notarized statement from Mr. W. K. Gast, of Akron, 
Ind., an onion grower in Fulton County, Ind., which he has requested that I 
submit to your subcommittee for the record. 

With your permission I offer it for that purpose at this time. 


STATEMENT OF W. K. GAstT, OF AKRON, IND. 


AKRON, IND., April 27, 1957. 
To Whom It May Concern: 

This is to testify that I have grown onions in northern Indiana for 33 years; 
that I have all necessary equipment for growing, harvesting, grading, bagging, 
and delivering onions; that I have a modern warehouse for winter storage of 
onions and potatoes; and that the main source of my farm income is from 
these crops. 

In my first 20 years or so, onion marketing followed the normal or expected 
pattern, and I gradually came into growing 20 to 25 acres of onions annually. 
Some time later onion markets did not seem to follow supply-and-demand pat- 
terns. Then onion marketing became treacherous. Losses were more and more 
frequent. A study was made of futures prices versus cash prices, and I con- 
cluded that the futures markets were not on the square. I tried to reduce 
costs; and to reduce the gamble, I reduced operations to only 10 acres. How- 
ever, it was like butting my head against a stone wall. Onion growing is no 
longer profitable for me like it once was. 

The last 4 years have confirmed what I originally concluded about futures 
trading in onions. The 1955 crop is a good example. USDA statistics showed 
only a normal crop of onions, or probably a trifle less. Prospects were good for 
a strong market after January 1. However, the “shorts” were in power, and 
manipulation prevailed, in my opinion. Twice, after January 1. supply-and- 
demand factors edged the market upward. Esch time large quantities of in- 
ferior quality onions were thrown on the market, and prices declined. Buyers, 
both wholesale and retail, were afraid to buy—the price might go still lower. 
Stocks were kept low, and sales were correspondingly low. Naturally, con- 
sumption lagged. As a result, myself and many other growers had to dump 
U. S. No. 1 onions back onto the field. This should convince any fairminded 
person that futures trading in onions should be eliminated. 

There are several reasons why I can no longer compete or cope with this 
present situation brought on by futures trading: 

First, I am a small grower and cannot afford to finance hedging, put up $300 
per car, nor take the risk involved. 

94812—57——-6 
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Second, I find that there is a very definite relation between futures markets 
and cash markets. This is fundamental, and, ironically, it has come to work 
against me, 

Third, the very nature of onions, being perishable, and this crop’s small 
volume as compared with grains, etc., makes it very easy to carry on wild specu- 
lation on the onion futures market; and for these reasons no kind or amount of 
regulations can do away with the evils created by such futures trading. 

Fourth, there is much evidence that board members themselves finance large 
acreages of onions each year, especially in Wisconsin, not for cash marketing of 
onions, but to use this volume when needed to depress the futures market. ‘The 
legitimate onion farmer takes the rap. This most important point is not within 
the scope of study of the CEA. Thus, the CHA report does not take it into con- 
sideration. However, it must be considered because it is a very influential fac- 
tor in futures markets and causes heavy losses to true growers. 

Any person not in favor of abolishing futures trading in onions most certainly 
cannot be a bona fide onion grower who depends on this crop for a large share 
of his living, and thus could not possibly realize the processes involved. 

In view of all the evidence that is being presented in this case, this evil must 
be eliminated at once and again make it possible for good American onion 
farmers to make an honest living unhampered by uncontrolled gambling. I can- 
not have any confidence in a government that will permit such abuses to continue. 

Respectfully, 
Wuitney K. Gast. 

Sworn before me in my presence this 27th day of April 1957. 

(Signed) Barsara D, LEININGER, 
Notary Public. 
My commission expires November 14, 1958. 





STATEMENT OF HON. WAYNE N. ASPINALL, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF COLORADO 


Mr. Chairman and members of the committee, I should like first to express 
my appreciation of the continuing interest this committee has shown in the 
matter of futures trading in onions and potatoes. I realize that this is a com- 
plex matter and that reasonable men may differ on the benefits of such operation, 
but this committee has done much to examine and illuminate this subject so 
that a reasonable conclusion can be drawn. 

In reviewing the hearings of last year and also the recent report of the Com- 
modity Exchange Authority of the United States Department of Agriculture, 
I am the more impressed that I do not fully comprehend the subtleties of the 
operation of the futures market in onions. However, men who must live with 
this problem in their occupation, that is, onion growers, are almost. unanimous 
in their opposition to this type of operation. The major support for the futures 
market comes, not surprisingly, from those who are active in that market and 
who have their interest in its operation rather than in the direct production or 
sale of onions. 

Frankly, I have always been a bit suspicious of anyone who made his area of 
operation that of buying and selling paper or rights representing something in 
which he had no actual interest. Thus, great numbers who deal in the futures 
market for onions have no interest in onions as a product of the soil or of a 
man’s labor. Neither do they have an interest in the sale or consumption of that 
product to the consumer. Their interest is solely that of price change—not even 
price as such, because without change in price of appreciable amount there is 
no room to move in and out of the market in hope of advantage. 

I realize, of course, that general value can accrue from the operation of a 
futures market—value to the grower or producer and value to the consumer— 
but it does not necessarily follow that a futures market will automatically bring 
benefit with it. 

From the record now available, it seems that the most valid reason for futures 
trading in onions is the normal and ordinary fluctuations in the day-to-day 
price. Onions do not meet what is ordinarily listed as the usual requirements 
for a desirable futures product, that is, storability, wide production area, a 
unity of interest between producers and consumers, and support from such 
interests. Indeed, onion producers, even though opposed to futures operation, 
are almost forced to become participants in order to protect themselves from its 
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operation. It does not seem reasonable that this should occur. Rather, pro- 
ducers should have the opportunity to determine the kind of market they wish 
to have, even if some offer evidence that it is not to their best interest. 

Although Colorado is a substantial producer of onions, it is not in that 
select area of production covered by the futures market. Producers in Colorado 
are thus caught in the operation of a market in which they have no direct 
interest, but which has, nonetheless, a direct impact on their operation. They 
must become parties to the intricate operation of a distant futures market deal- 
ing with produce from other areas in hope that they can hedge against adverse 
changes in price. 

I am not primarily concerned with speculation in an existing and lawful 
market because this is an accepted part of our system of operation. It assumes 
that men of differing opinion will make different guesses about a market of such 
nature that the market will be stabilized for the benefit of nonspeculators. My 
objection runs, as I have indicated, to the fact that onion producers are forced 
to become unwilling partners in an operation to which they are opposed. If 
the virtues of the futures market are as substantial as those given by its opera- 
tors, the producer will not need to be forced to participate—he is quite com- 
petent to see his own best interest and he should have the opportunity to pursue 
it unabridged. I should like to include 2 letters from Colorado voicing the 
opposition of onion producers to a futures market in onions, 1 from Mr. E. A. 
Bay, of Olathe, Colo., and 1 from Mr. L. E. Waters, general manager of the 
Colorado Potato Growers Exchange, the marketing association for a substantial 
portion of the onion production in Colorado. I urge the committee to consider 
carefully the opinion of the onion producer in this matter. 


STATEMENT OF E. A. Bay, OLATHE, COL. 


Referring to hearings on onion future trading to be held May 1, 2, and 3, 
mentioned in your letter of April 19. Growers and shippers in this area are 
firmly convinced that future trading in onions should be prohibited by law and 
are more than ever in favor of enactment of legislation to that effect. 

When the Government holding report for January 1, 1957, was issued it was 
construed as indicating a moderate shortage of northern storage onions and 
prices began to advance slowly. The National Onion Association report of 
holdings February 1 which indicated only about 4,500 cars to move was on the 
short side and growers and trade generally construed it as decidedly bullish 
and advances began picking up. Northern onions reached 2.20 delivered 
Chicago. 

It appears that a number of professional traders were caught short and be- 
gan to scramble to break prices and get out without loss. Result, over 9,000 
cars were traded in on the board in a week’s time and prices finally reached a 
low of S89 cents. Our cash price here before the break on the futures board 
was $2.75 per hundredweight for the bare onions to the grower on medium and 
$3.75 on jumbos. When the traders got in their work, we were paying growers 
$1.10 per hundredweight on mediums and $1.25 per hundredweight on jumbos. 
On jumbos that is exactly one-third of the price before the break began. 

As evidence of the correctness of the Government report and the subsequent 
report of the National Onion Association, northern onions cleaned up early 
except for a few cars on the west coast in Oregon which are bringing good 
prices today now that there is no further trading this season. Texas onions 
have advanced to a point where they are bringing $7 to $8 per hundredweight 
delivered Chicago. This price in itself indicates no competition from northern 
onions and a shortage of Texas supplies. 

We never had a break such as this in the 37 years I have handled onions 
until they were listed on the board. Since that time, they have become the 
usual thing as your hearings last year developed. 
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CoLoRADO PoTATO GROWERS EXCHANGE, 
Denver, Colo. 


Re: H. R. 376 (Pfost, Idaho) 
H. R. 1933 (Ford, Michigan) 
H. R. 1935 (Griffin, Michigan) 
S. 778 (Neuberger, Oregon) 
Hon. WAYNE ASPINALL, 
Member of Congress from Colorado, 
House office Building, Washington, D. C.: 

The above-mentioned bills relate to legislation to prohibit onion futures being 
traded on board of trade. 

Trading in onion futures has in recent years disrupted the orderly marketing 
of the crop and resulted in financial losses to producers. 

Our group, including members of the Rocky Ford Onion Growers Cooperative 
Association, Rocky Ford, Colo.; Delta, Montrose, and Olathe Potato Growers 
Associations of Delta, Montrose, and Olathe, Colo. (which organizations market 
the bulk of the onions grown in western Colorado) along with the other asso- 
ciations which compose this exchange, have in the past repeatedly urged that 
all trading in so-called onion “futures” be banned as detrimental to the best 
interests of the onion industry. 

We refer you to reports issued by the Commodity Exchange Authority, 
USDA, for further information. 

May we respectfully request that you support the above bills and so indicate 
to Representative Harold D. Cooley, chairman, House Agricultural Committee ; 
Senator Allen J. Ellender, chairman, Senate Agricultural Committee, and Rep- 
resentative George M. Grant, chairman, House Agricultural Subcommittee? 

Thanking you for your action, we remain, 

Cordially yours, 
L. E. WATERS. General Manager. 


STATEMENT OF Hon. HAMeER H. Bunce, A REPRESENTATIVE IN CONGRESS FROM THE 
SECOND CONGRESSIONAL DISTRICT OF IDAHO 


Mr. Chairman and members of the committee, in previous sessions of Con- 
gress I have appeared before you in support of legislation which would abolish 
trading in onion futures on the board of trade. There is similar legislation 
pending before this committee at this time, and I again urge you to favorably 
report such legislation. 

I will not attempt to present technical information on the problem, since 
you have had the best men in the industry before you for several days who 
are much more conversant with the problem. However, I do want to em- 
phasize in the stronggest possible way that this legislation is urgently needed. 
The situation with regard to the small onion producers in my State is becom- 
ing progressively worse, and they are in unanimous agreement that to remove 
their commodity from the speculative activities on the board of trade would 
at least give them more control over the marketing processes of their product, 
and should improve the market price. They feel that the present activities 
on the board of trade encourage heavy planting in some areas for hedging 
purposes. 

I appreciate very much the interest the committee members have shown 
in this problem, and the efforts many of you have made in the past 2 or 3 
years to assist the onion growers. Your successful effort in having the activities 
of the exchange brought under the Security Exchange Commission is very much 
appreciated. However, from the information furnished to me, it appears that 
this action does not go far enough, and that the only real answer is to abolish 
trading in onion futures on the board. 

As you gentlemen know, an onion is a highly perishable commodity and does 
not lend itself readily to storage, which is an important factor for the trading 
of commodities. The onion growers of my State, I feel, have presented a strong 
case for the adoption of the legislation before you, and I respectfully request 
that early and favorable consideration be given to their recommendations. 


Mr. Hacen. I would like at this time to read the list of witnesses 


that are scheduled for today in the order of their appearance, and if 
any of you have any urgent calls to go elsewhere you might request to 
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appear later than listed here; or if you wish to testify sooner, if 
there is a reason for it, you may be heard sooner than you appear on 
the listed order. 

Mr. Prowary. Mr. Chairman, I would like to be heard. I would 
like to catch an airplane this afternoon, and would appreciate being 
set up a little bit ahead on the list. 

Mr. Hagen. If there is no objection from any other witnesses we 
will hear you now. 

If you wish, if you have a prepared statement you may submit 
that and just comment; that will be permissible unless you want to 
read it in full, and that is also permissible. 

Mr. Prowaty. Well, I have some comments in between. 

Mr. Hagen. You may proceed. 


STATEMENT OF WILLIAM J. PIOWATY, REPRESENTATIVE OF THE 
NATIONAL ONION ASSOCIATION 


Mr. Prowaty. Honorable Chairman, Congressmen and guests; my 
name is William J. Piowaty, Chicago, III., president of Piowaty Fruit 
Co., distributors, dealers and growers of onions for the past 40 years 
also, I am vice president and trustee of the National Onion aa 
tion, and a member of the Chicago Mercantile Exchange and have 
been such a member for the past 10 years. 

With these various activities and my long experience, I feel that I 
am well qualified to testify on the subject of onion-futures trading. 

I have testified before the committee, and also other committees, 
and will try not to repeat my former testimony, but will approach 
the subject purely from an angle of why onions, as a commodity, are 
not conducive to futures tr ading. Comparatively speaking, onions 
are a very small volume crop amounting to only about 20 million 
bushels with a cash value of approximately $40 million. They lend 
themselves to sharp market advances or declines at the slightest 
rumor of weather conditions, market conditions, and hazards entailed 
during the growing season. Such a report is quickly taken advantage 
of by the speculators on the exchange and the speculating public, and 
being such a small commodity it can unnecessarily swing up or down 
with any slight technicality or volume trading. 

In the past years, and also this year, we have seen these sudden 
spurts and declines which are much greater, percentagewise than 
any other commodity traded on any futures commodity exchange in 
the United States. An influx of orders coming in suddenly to fioor 
brokers will sharply raise or lower prices with only a smal! volume, 
compared to other commodities traded on other exchanges. 

The reason for this is that onion trading is very volatile on account 
of the perishable nature of the « -ommodity, and the commodity having 
no backstop like all other staples, which usually, at some figure, will 
always be purchased by processors at a relatively staple price which 
these commodities are worth for processing purposes. If onions were 
a commodity which would lend itself to processing and could be held 
over from one year to another, we would never see these terrific swings 
and depressing prices as we have experienced in the past. 

We do not have these swings in any other commodities on any other 
commodity exchange in the United States. I have made a very 
thorough study of the fluctuations of most all important commodities 
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traded on the Chicago Mercantile Exchange, Chicago Board of Trade 
and the New Orleans Cotton Exchange and am attaching to my testi- 
mony the complete analysis of these swings and market fluctuations 
for the years 1953 to 1957, inclusive (exhibits A and B). I will read 
a few of these figures from this report. 

The average swings on butter between the high and low from 1953 
to 1957—in explanation, this is taken each year separately and each 
month separately and then add or dividing them into a 5-year period, 
these are computed on that same kind of a basis. 

The average swings on butter between the high and low from 1953 
to 1957, averaged 8 percent between high and low 

Mr. Jomnson. If I may interrupt I notice what you are reporting 
hassome support. Do you think that may make any difference in the 
fiuctuations ? 

Mr. Prowary. It might have some slight difference, but the swings 
are still quite erratic. 

The average swing on cotton between the high and low was 11 per- 
cent; wheat 14 percent; corn 16 percent; soybeans 19 percent; Idaho 
potatoes 18 percent; eggs 28 percent and incidentally, I might state 
that this even includes 1 or 2 years in which there were terrific m: unipu- 
lations on the egg market and for which the manipulators were fined 
and prosecuted. 

Now we come to the commodity “onions” for the identical same 
years that I have given you these other figures, from 1952 to 1957, the 
percentage of swing or fluctuation between high and low is the tre- 
mendous figure of 62 percent. This is 214 times the average fluctua- 
tion in eggs; 314 times that of potatoes; 6 times that of butter: 414, 
times that of corn; 3 times that of soybeans, which commodity is con- 
sidered the most volatile on the Chicago Board of Trade; and 514 
times that of cotton. Do you gentlemen realize why onions are such 
a favorite commodity with the : speculators and why speculators flock 
to this commodity, and do you realize that this type of speculator is 
of no value at all to the onion industry? Might I also mention while 
on the subject of percentages that most likely the proponents of future 
trading on the Chicago Mercantile Exchange will say: “Now these 
terrific fluctuations can’t happen or won’t happen. We are now un- 
der the rules of the Commodity Exchange Authority.” I cite, how- 
ever, from these figures that even under the Commodity Exchange 
Authority rules that the fluctuations of onions in the January and 
March contracts of this year average 64 percent for January and 61 
percent for March even with Commodity Exchange Authority control. 

Mr. Hacen. If you will pardon the interruption, I would like to say 
that Congressman Kilgore is here and he regrets that he cannot stay; 
he has to leave. 

Mr. Kircorn. I have to go back. 

Mr. Hacen. But the witnesses realize that they have your moral 
support and we thank you. 

Proceed, Mr. Piowaty. 

Mr. Prowary. It is not the fault of the Commodity Exchange Au- 
thority: it is not the fault of their sunpervision. It is the fault of the 
commodity itself which does not lend itself to reasonable future trad- 
ing. One of the reasons for these terrific gyr ations, as I have stated 
previously, is the narrowly traded market of onions as a trading 
commodity. 
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The records show that they traded on the Chicago Mercantile Ex- 
change 59,411 cars in all contracts, which is taken from the official 
Government figures. This is approximately 29,705,500 bushels; that 
is practically the entire 1956 crop of winter onions, and three times as 
many as the amount of deliverable onions which answer to the re- 
quirements of board delivery and pass inspection—and in explana- 
tion may I say that these onions delivered on the board are only 
onions which are grown in the Middle West and some in the Far West 
to certain specifications, and if you cut that down it will only reduce 
100 cars deliverable—picking up on my statement, is it a w onder that 
the Chicago Mercantile Exchange is putting forth such a fight to 
retain this business? Of the 59,411 cars traded, there were only ac- 
tually delivered 255 cars on all contracts. These were redelivered by 
people who received these initial 255 cars and were redelivered for a 
total of 615 cars, but bear in mind that there were only actually 255 
cars delivered by growers. The rest were the same cars redelivered 
so that of the 59,411 cars, only one-half of 100 percent were actually 
delivered. 

While on the subject of statistics, which, after all, are a true pic- 
ture of any problem, let me quote from the records of the Chicago 
Board of Trade. Of the 3,640,842,000 bushels of wheat traded in 
1956—7,233,000 bushels were delivered of which only 540,000 were 
redelivered, or 714 percent, the balance of 9214 percent were actually 
taken by processors and dealers. 

On soybeans—of the 5,727,000 bushels traded in 1956—45,985,000 
bushels were delivered and _ 9,738,000 bushels redelivered, or 
20 percent. The balance or 80 percent were actually taken by proces- 
sors and dealers. ‘These figures are with the assumption that none of 
the redeliveries went to processors, which I am sure is not correct. 

Compare this with onions—of the 255 cars originally delivered, 
there were a total of 615 cars delivered on trades which would make 360 

cars redelivered, or 140 percent—against 71% percent in ae at and 20 
percent in soybeans. These are authentic figures, and as they say, 
liars might figure, but figures don’t lie. 

In explanation to that might I say that this 140 percent really goes 
to show that there were prac tically none of these onions that were 
taken and actually used against these other figures. 

These figures age n prove that a future market to be of any value 
must have staple buyers, such as canners or processors, the same as 
it must have actual hedgers or the growers or dealers who own the 
actual onions. 

I also quote from page 15, paragraph 3 of the Commodity Ex- 
change Authority report, which reads: 

The classification of these commitments shows that the bulk of the large 
traders’ commitments on the short side of the market was reported as hedging 
whereas on the long side nearly all of the large traders’ commitments were 
reported as speculative. 

This agrees, and proves to show there was no actual buying of 
onions on the exchange by any processors who buy onions to take 
delivery. 

There was some buying and, generally taking, but it was by speeu- 
lators not actual producers or dealers—like New York or Chicago or 
Detroit market or the Washington market 
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It is only reasonable to suppose and it should only follow on any 
exchange that if you have hedgers, you should also have actual buyers. 
The board of trade has actual buyers—and plenty of them, who buy 
to protect the sales they make on the finished product. That is the 
trouble with onion future trading. For every actual hedger, you 
should have a dealer, processor, or canner who buys futures to pro- 
tect his supply against his finished product. 

I know, gentlemen, for those of you who are not conversant with 
the industry, it is hard to believe that there is no canner or processor 
who has bought actual cars on the exchange and taken actual delivery 
as against a sale of his finished product. I defy the exchange to pro- 
duce any purchases of any consequence in this commodity, by proces- 
sors or canners which would justify running the exchange for the 
benefit of this type of industry. 

I also wish to quote from the Commodity Exchange Authority 
report, page 16, as follows: 

The number of hedging was small throughout the season and limited to a 
relatively few growers, shippers, and receivers. A considerable part of the 
reported short hedging commitments in the market was held by a very few 
large traders in connection with so-called financing contracts of cash onions, 
whereby carrying brokers undertook to carry futures contracts for the accounts 
of onion shippers or growers in consideration of a fixed fee. There is no indica- 
tion of any systematic use of hedging in onion futures by the rank and file in 
the onion industry, such as would contribute stability to a futures market. The 
volume and character of hedging in onions did not warrant the conclusion 
that it played a significant part in the merchandising of onions. 

This report also bears out the fact that actual hedging by growers 
was of very little use. 

I also call your attention to chart No. 1 in this report of the com- 
modity exchange on page 3. Please note when the volume of trading 
invariably went up, the prices usually went down—when the volume 
went down, the prices usually went. up. 

I am not naive enough to argue, “well, if we eliminate futures trad- 
ing, from what this chart shows, that we will always have a good 
market, but it does prove that a large volume of trading brings the 
market down.” 

I admit, gentlemen, that the manipulations on the Chicago Mer- 
cantile Exe change have not been as flagrant as in the past. However, 
there have, no doubt, been some undercover operations which are 
very hard to put your finger on. But, as we all know, none of you 
would violate a traffic law with a policeman standing on the street 
corner. You might get by when he turns his back, but you will be 
might careful. I repeat that onions do not lend themselvse to futures 
trading, and even under Commodity Exchange Authority rules and 
regulations, unless rules and regulations were so stringently invoked 
that trading of its own accord would be so curtailed that the volume 
would not warrant maintaining a futures market. 
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The Commodity Exchange Authority has compiled a very com- 
prehensive report of futures onion trading for the 1956-57 season. 
There no doubt was a lot of work, effort and expense entailed in getting 
this detailed report compiled. 

However, one thing is missing in this report and that is a conclusion 
as to why the terriffic fluctuation of onions during the trading 
months. 

I believe my testimony and report fills in that missing link. That 
is, a comparative chart on the fluctuations in other commodities in 
comparison to the fluctuations in onions. 

As sure as there is a reason for the earth to turn on its axis, so 
surely is there a reason for these wide fluctuations in onions. There 
are four factors involved : 

First, the perishability of the product. 

Sec ond, inability to hold one year’s crop to the next in storage. 

Third, the sensitiveness of the commodity to weather conditions 
causing quick upturns or dips, depending on the type of information; 
and last and most paramount: 

Fourth, that onions are not bought on the exchange by dealers who 
sell them to processors or processors who buy direct on an exchange 
for processing, such as in grains and cotton, in which commodities, 
millions of bushels are bought annually on the board of trade to cover 

sales made on the proc essed product, and likewise, millions of yards 

of textiles are sold long before cotton is in the bale and the cotton 
processors buy a large percent of their cotton on the exchange to 
cover sales. 

Now, gentlemen, you have the reason and the answer. 

I know the Chic: igo Mercantile Exchange will do all in its power 
to oppose the onion growers and dealers in the United States against 
the passage of these bills. It is a very profitable part of the exchange 
business and naturally they will fight, and fight hard to try to retain 
this business. 

They have millions of dollars behind them; they are able to, and 
have retained expert and expensive talent to fight this move by the 
onion industry. 

Unfortunately, the onion growers are not able to match the pocket- 
book of the exchange, especially after the past four disastrous seasons. 
Therefore, you as representatives of the people, the onion dealers, and 
hundreds of others who are directly dependent upon the success of 
the farmer, I ask you to carefully consider these growers and those 
dependent on his success, and with your approval, pass the following 
bills, H. R. 376, H. R. 1933, H. R. 1935, and S. 778, which have been 
introduced in the C ongress and Senate, eliminating the trading of 
onion futures. 

Thank you for permitting me to testify before you. 
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(Tables submitted by Mr. Piowaty are as follows :) 
EXHIBIT A 


Percentages of fluctuations on the Chicago Mercantile Hachange for seasons 
1953 to and including March 1957 covering onions, eggs, potatoes and butter 
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November January March 
| 
Year | ie eta i if eo 
Per- | Per- | | Per- 
High Low cent High Low cent High Low cent 
change change change 
IK i all i te 1. 90 0. 78 59 3. 60 1.97 | 44 4. 75 | 2. 36 49 
1954.... 2. 49 1. 25 50 1. 87 . 62 7 1.70 43 75 
1055..... 2. 35 1.47 39 2.90 99 65 2. 68 78 70 
1956 2.19 76 64 2. 60 . 85 67 2.75 10 06 
1057.... 2. 46 88 64 2. 20 85 61 
Total average_- 52 63 70 
1 Average percent overall (5 years) 62 percent fluctuation from high to low. 
EGGS? 
October November January 
Year a ov ~ 
Per- Per- Per- 
High Low cent High Low cent High Low cent 
change change change 
ee ake hpi atc Bend cid/ach chien 50. 65 38. 60 24 51. 00 38. 75 24 47. 25 37.15 | 22 
cutie ep ihn t tice chile altima 54. 00 43.75 19 51. 95 41.45 19 46. 25 37. 20 | 19 
1954. edie 47. 60 24. 20 49 42. 60 24. 85 42 47. 60 39. 50 17 
1955_. ie = 47.85 30. 95 36 45. 50 28. 50 37 32. 05 24. 50 | 23 
1056..... : 46. 65 30. 40 35 44. 50 28. 30 26 47.05 29. 80 | 36 
Dn ceictin nn decitin 32 29 24 
2 Overall average (5 years) 28 percent fluctuation from high to low. 
POTATOES 3 
November January March 
Year 
Per- Per- Per 
High Low cent High Low cent High Low cent 
change change change 
1953 bed 3. 65 3.00 18 . 75 4. 50 22 6. 00 1. 60 23 
1954 4.00 3. 30 17 4. 60 3. O8 33 4.00 2. 60 35 
1955 3. 55 2. 80 21 4.40 3. 68 17 1.65 4.45 4 
1956 3. 85 3. 60 4 4. 20 3. 35 20 4. 00 3. 50 12 
1957 4.00 3. 70 8 
A verage.. 15 
3 Overall average (4 years) 18 percent fluctuation from high to low. 
BUTTER 
1952, 1953, 1954, 1955, 1956: Average between 6 percent to 10 percent change from hi yw. 
Not! Material used to compile these figures taken from the yearbook of e Chicago Mercantile 


Exchange 


ONIONS 


Exuisit B 


Percentages of fluctuations on the Chicago Board of Trade and the New Orleans 
Cotton Exchange for the season 1953 to and including September 1957 covering 


wheat, corn, soybeans, and cotton 


WHEAT! 





May 

. es a 
Year | High Low | cent | High 

change 
1952. _- 2.65 2. 38 2. 55 
1953... 2. 49 2. 10 2. 48 
1954 2. 31 1. 86 2. 21 
1955 2. 30 2. 00 2. 18 
1956__. 2. 40 1.88 2.17 


Low 


July 


Overall average (5 years) 14 percent fluctuation from high to low 
CORN ? 
May 

Per- 
Year High Low cent High 

change 
1952 1. O8 1. 62 1. 98 
1953 1. 84 1. 52 1. 81 
1954 1. 61 1. 38 1. 69 
1955 L. 66 1. 41 1. 66 


? Overall average (5 years) 16 percent 


SOYBEANS 


May 
Per- 
Year Higl Low cent Hig 
cha ro 
195 4.1 6S 3.33 
1053 ; } » Os 
1954 +. 2.39 4 
19 9 9 
1956 ; 23 3. 4 
O i vera r ip flu atic om | t 
COTTON 
Aha 
Petr 
Year Hig! Low cent High 
chan 
1952__. ee 35. 8&7 33. 60 35, 77 
1953... . 10. 04 32. 60 39. 03 
1954... 34. 64 33. 10 34. 65 
1955... 35. 87 33. 00 35. 77 
1956__. 36. 00 30. 29 34. 71 


fluctuation from high to low. 


Low 


33. 30 
32. 97 
32. 60 
33. 00 
29. 11 


4 Overall average (5 years) 11 percent fluctuation from high to low. 


NOTE. 
Exchange files. 


Figures taken from the records of the Chicago Board of Trade and the 


Per- 
cent High 

change 
2. 55 
2. 47 
2. 24 
2 1) 

Pe 

cen High 

hange 
1. 95 
1. 7é 
1 @7 
1 61 

Pp 

s 
6. 49 
4. 87 
"1 
5 49 


Ne 


September 


Per- 
Low cent 
change 


rt ped bed eed NS 


Septem! 


Per- 
Lo nt 
nge 
1. ¢ 
1. 43 
er 
1. 2 
s nt 
p 
Low 
‘ in 
2. 41 
te it} 
change 
30. 51 
32. 30 
32. 16 
30. 51 
28. 65 


w Orleans Cotton 
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Mr. Hagen. Thank you, sir. Do any subcommittee members have 
any questions ? 

(No response. ) 

Mr. Hagen. Mr. McIntire? 

Mr. McIntire. Just 1 or 2. First, in connection with the tables 
that you have presented to the committee, I note that you have pre- 
sented the trading on the Chicago board. That is a relatively small 
volume, is it not, as compared with the trading on New York? 

Mr. Prowary. Yes, but I did not have the New York figures. 

Mr. McIntire. Yes; I understand; I just asked that so the record 
will show that. 

Mr. Prowaty. Yes; I don’t know what they were. 

Mr. McIntme. And that, with regard to a commodity in relation 
to the futures trading, an 18 percent fluctuation over a 4-year period 
might not be the same on both boards and might not be the same on 
the Chicago board as on the New York board, where great quantities 
are traded whereas the Chicago Board is comparatively negligible. 

Mr. Prowary. That is right. 

Mr. McIntime. I thought perhaps the record should show that. 

Mr. Prowaty. Yes. I mentioned Idaho potatoes in there. 

Mr. McIntire. I am making the observation simply to show that, 
for this commodity, this is not the only exchange, that there is also 
the New York Exchange. 

Mr. Prowaty. Yes. 

Mr. McIntire. And that the figures might not be comparable. 

Mr. Prowary. Yes; that isright. I had no way of getting the New 
York figures. Time was short, and I did not have a chance to do it. 

Mr. McIntire. Thank you. 

Mr. Hagen. I would like to ask one question. Referring to page 6 
of your statement, you say: 

Please note when the volume of trading went up, invariably the prices usually 
went down; when the volume went down, the prices usually went up. 

I believe that the Government statistician, who testified here yester- 
day to the statistics that were presented then, stated the opposite con- 
clusion, if my recollection is correct. I believe he said that when the 
volume of trading was large the prices were up and when the volume 
was small the prices went down. 

Mr. Prowary. Well, let me see. I will go through this chart over 
here by the wall. Here [indicating] is the volume, the way I read 
it—I don’t know; this is the volume and here, again, the volume goes 
down, prices go up; your volume goes up, prices go down 

Mr. Hermpurcer. Isn’t the line you are pointing to the number of 
open contracts, rather than volume? I think that the little line mark 
at the bottom represents the volume of trade. 

Mr. Prowaty. This here is the volume [ indicating | 

Mr. Hermevrcer. No; that is the number of open contracts. 

Mr. Priowaty. Well, that is volume. 

Mr. Hermpvrerr. It is only an indication of futures volume; it is not 
current volume. 

Mr. Prowaty. Oh, it would be; that is right. You are right about 
that. I guess you are right about that. Yes. 

Mr. Hermeburcer. Of course, this only covers a few months. 
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Mr. Prowary. Yes; that covers only a few months anyway. I may 
be wrong about that. Thanks for correcting me. 

Mr. Hacen. I want you to understand I was not trying to correct 
you, correct your statement; I just wanted you to understand what 
the prior testimony was. It may be that you are right, but the De- 
partment testified, and the statistician’s conclusion was different from 
yours. Now, you based your statement on the figures in the back of 
your statement, did you not? 

Mr. Prowaty. That is right. 

Mr. Hacen. And so, presumably, if your figures are correct, then 
your statement is correct. 

Mr. Prowaty. Well, these figures in the back, in the charts, are 
absolutely correct. They were taken from the records of the Chicago 
Board of Trade and the New Orleans Cotton Exchange files, and from 
the yearbook of the Chicago Mercantile E xchange. 

Mr. Hacen. Has it been your experience—I do not really under- 
stand the onion exchange too well, but I assume that there are brokers 
who operate on that exchange, 1 isn’t that right, that handle accounts 
for various others? 

Mr. Prowaty. That is correct. 

Mr. Hagen. Has it been your experience that many brokers and 
traders engage also in producing onions for the purpose of influencing 
price relationship ? 

Mr. Prowary. Yes. Well, there is something that has developed 
in the last 3 or 4 or 5 years, where the members of the exc hange will 
go up to a grower—we will say that he is maybe growing 25 acres, 
and he talks to him and says, “Well now, listen, why don’t you grow 
me 50 or 100 acres.” And the grower says, “Well, I haven't got the 
money to do it; I haven’t got the money to finance it.” So, he will 
say to the grower, “I will “help you finance your growing and will 
help you finance your hedge.” 

You hedge at $60 a car, and he says, “I will put up all the money 
on the hedge and you won't have to worry about the hedge, all you 
got to do is to hedge it and no matter how high the market goes, even 
if it goes up to $1 a sack and I have got to put up $600 a car, I will 
still carry the hedge for you; it is only going to cost you $60.” 

The actual hedge on onions is $300, so when you take $60 for taking 
a hedge, he is getting 20 percent on his money, which is a mighty fine 
investment, and I don’t blame him. 

That is one reason why onion acreages have been increased consid- 
erably over what they used to be, on account of this type of financing 
which these members of the exchange are doing. 

Mr. Jonnson. After he has made the agreement with the farmer 
to sell those onions at a future date on the market at those prices ? 

Mr. Prowaty. He hedges at a price on the exchange. 

Mr. Jonson. And the farmer is assured of receiving that price 
for his onions? 

Mr. Prowary. That is right; that is right; but what is the percent- 
age that is done that way, against the tremendous acreage which is 
grown ? Very small. That does not affect the situation. The situa- 
tion on onions is—the reason is that the commodity is not conducive 
to trading because it is a perishable commodity and the reports that 
I have given here show, the fluctuations will show that it should never 
have been traded in the first place. 
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Eggs are a far better commodity for trade than onions can ever be 
by comparison, because eggs can be kept for a cee oe one year 
to another. I have seen on the exc hange a fellow take 25 cars of eggs 
out of storage and he processes them, that is the egg einuts and egg 
breakers. You don’t have anything’ like that in onions, you have ‘to 
dump them, you can’t keep them. 

Mr. Jounson. As I understand the testimony, and let’s see if I get it 
correctly, suppose, first, that I wanted to buy onions on the futures 
market ‘and you offered to sell them and I buy at that price and you 
might sell them to me and you never intend to deliver, and the price 
goes up and I sell and the price goes up and you collect whatever the 
market 

Mr. Prowary. That is right. 

Mr. Jounson. And, actually, no onions ever change hands. 

Mr. Prowary. That is right. 

Mr. Hagen. One more question, and perhaps you know this, but this 
onion futures market, did it arise from Government action, was it de- 
veloped by the Government ? 

Mr. Prowary. That is another thing, the futures market was never 
asked by the onion industry whether to put onions on the board and 
the National Onion Association never voted on it and they never con- 
sidered it, they just did it, and I don’t believe that any commodity, 
whether it is onions or potatoes, string beans, lettuce, or ere, s, what- 
ever, should be allowed to be put on any exchange without first getting 
a referendum of the growers who actually produce this, whibtiiee to 
put it on the exchange. 

Mr. Grant. Thank you very much. 

Are there any further questions ? 

Mr. Hermpurcer. May I just follow up this last statement that the 
witness made? 

I presume that you mean that you would prohibit anyone from 
buying or selling any futures contracts to purchase or sell a com- 
modity without getting some kind of approval from the people who 
produce the commodity ? 

Mr. Prowary. That is right. Without a referendum of the grow- 
ers, whether they want their commodity handled on the exchange or 
not. 

Mr. Hermpurcer. How could you do that? This is a free country 
and people can buy and sell practically anything they want to. 

Mr. Piowary. How could growers get marketing control, take a 
referendum—how can the Government say “you cannot ship 10 cars of 
onions, you can only ship 1 car or 2 cars”— 

Mr. _ rupurcer. That is an entirely different thing than is involved 
there. I do not want to pursue the subject but it seemed to me that 
the suggestion you made is that we should have some kind of a law 
which would prohibit buying or selling anything in the United 
States—— 

Mr. Prowaty. Oh, no. 

Mr. Hermrurcer. Until you have the approval of the people that 
produce that commodity. 

Mr. Prowaty. Only when the commodity is put on the exchange to 
be gambled on. 

I say this. I say that any commodity, I don’t care what it is, the 
grower is the one who is vitally interested, he is the crux of the entire 
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deal. He should be first consulted as to whether he wants his stuff 
traded on the exchange market or does not. I don’t think that is 
nantes 

Mr. Hermeurcer. You do not see any legal problem there at all? 

Mr. Prowary. Well, that might be. 

Mr. Hermpurcer. One other question. You mentioned that you are 
an onion grower. 

Mr. Prowary. Yes. 

Mr. Hetmpurcer. Where do you grow them ? 

Mr. Piowary. | grow them in Texas and Wisconsin. 

Mr. Hermpurcer. On what kind of land—do you lease the land ? 

Mr. Prowaty. We lease and we grow it with farmers on joint ac- 
count. We help them finance a certain part of what they have to pay 
for producing the crop, perhaps a percentage of the fertilizer, the 
seed, something like that. We grow on the average in Texas about 500 
to 1,000 acres and in the north a couple of hundred. 

Mr. Hermpurcer. I am glad to have that information. I did not 
want to ask you how many acres you did grow because that is not 
necessarily our business. 1 just want to discuss one or two points in 
your testimony. 

Let me say to you that I do not necessarily disagree with the con- 
clusions you have reached, I am simply inquiring. 

You pointed out that there were more onions traded than were 
grown in 1956, that the trading on the Mercantile Exchange involved 
contracts totaling substantially the entire crop 

Mr. Prowary. That happens on wheat, too. 

Mr. Hermpurcer. Well, that is what 1 want to point out. You seem 
to say that it is reprehensible in the case of onions but not in the case 
of wheat. Now, let us get the figures: In the case of wheat you say 
that 3,640 million bushels were traded which is roughly three times 
the 1956 production. 

Mr. Piowary. That is right. 

Mr. Hermpurcer. And in the case of soybeans, 5,700 million bushels 
were traded, which is somewhere in the neighborhood of 14 times the 
production. 

Mr. Piowarty. Yes. 

Mr. Hermrpurcer. That emphasizes, I think, that we are dealing in 
a commodity which is an abstract thing and not a physical thing. 

Mr. Piowatry. That is right. 

Mr. Hetmeurcer. There is another point on which I would like to 
have you comment. Do you think it would be desirable if more actual 
physical deliveries took place in connection with futures trading? 
My understanding of the futures trading is it is a market dealing 
essentially with an intangible. 

Mr. Piowatry. No; you have got me wrong, that is not my point. 

My point is this: Having more deliveries on onions would not help 
the situation, definitely it would hurt the situation, but if we had 
people who would take these onions, processors, like the wheat people 
who buy wheat, like the flour mills, who buy the wheat and then take 
the de livery and the ‘y process it, or who take the wheat and put it in 
elevators in Chicago and then export it under export orders or store it 
for other processors, and they actually take these cars off the market 
and they are actually bought for processing purposes—that would 
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be fine. The more deliveries we have of onions which would go to 
processors the better off we would be. 

The reason we have such a demoralized market is that we have no 
backstop, there is not any business of that nature, the commodity has 
no value to a processor ‘and there is no actual buying of this com- 
modity which is actually bought for the purpose of going into con- 
sumption. 

Mr. Hermpurcer. Let me see if I understand. You are not making 
the point then, that it would be desirable if there were more physical 
delivery of the commodity ? 

Mr. Piowary. Definitely not. 

Mr. Hermeurcer. But your point is that when—that is would be 
beneficial if there were large-scale processors as in the case of cotton 
and wheat and other commodities who would go in and make a cash 
purchase or take delivery on contract 

Mr. Prowarty. That is right. 

Mr. Hermeurcer. Of the onions that were standing there on the 
track ready to be delivered. 

Mr. Prowary. That is right, and that is one point that the Com- 
modity Exchange Authorities have overlooked and it has never been 
looked at as a reason. There is reason for the onion market being like 
it is, there is a reason. 

Mr. Hermpurcer. You do not feel that it would be desirable if we 
turn the futures market into a cash market and if a larger volume of 
actual onions moved on the exchange. 

Mr. McIntire. On that point, if I understand correctly, the prob- 
lem is, when you make a delivery there is nobody to take care of it. 

Mr. Prowarty. That is right. 

Mr. McInvire. Except to make redelivery or to divert it out of that 
receiving point for absorption in the market somewhere else. 

Mr. Prowaty. That isr ight. 

Mr. McInrtree. Is that the reason that these figures show a large 
percentage of redelivery as contrasted with some other markets? 

Mr. Piowary. That is the reason that it shows 140 against 714 per- 
cent and 20 percent. There is no place to go. 

Mr. McIntire. Why would not multiple delivery eliminate that 
substantially ? 

Mr. Prowary. Well, I don’t know. I believe that multiple de- 
livery—you mean delivery in the country, you mean ? 

Mr. McIntire. Into other points. 

Mr. Prowary. It certainly would not hurt, if they are going to have 
trading, and I have advocated that a long time, but they just can- 
not make any headway on it with onions—as I say, there is no place 
to go. You cannot store them until next year and ‘then put them on 
the « exchange like other commodities. You can hold wheat 2 or 3 years, 
I guess, and I know that you can hold eggs and butter. You cannot 
hold potatoes and onions. 

Mr. McIntire. One other question I have in mind. To what degree 
is the day-to-day market, cash market, influenced by the opening of 
the exchange on that day ? i 

Mr. Prowary. Well, I will tell you what degree. We are in the 
onion business and I have been in Chic ago for some 40 years and we 
are merchandisers, we are jobbers, we are dealers. 
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And you go on that track in the morning and the onion market the 
day previous, we will say, was $1.50 and you sold some cars for $1.50 
and the minute the exchange opens up they will say, “it is only $1.40 
or $1.30, the market on the board is $1.30”—and immediately there is 
a break-——onions have not ch: unged that much in 1 day. 

Before this was evoked we used to have fluctuations in onions but as 
far as I remember in those years we dumped onions some 35 years ago 
and that is the only time we dumped onions out of the w: arehouses and 
we didn’t dump any great quantity because they were selling from 
the ist of November and the market would go up or the market would 
go down, possibly 1 week they would sell for $1.50 and then maybe they 
would go down the next week and be reduced some 3 or 4 or 5 cents 
possibly, but we never had a decline over a dime, anything like that, 
over a week’s period or a month’s period, we did not have these fluctua- 
tions, it was a stable market and a market of supply and demand and 
when the market was fast we raised the prices a little and when the 
market got bad and the se ling was slow we reduced the pr ices. 

That old adage of supply and demand still governs the produce busi- 
ness, I don’t know if it does in other lines, but I know that in the 
produce business, supply and demand is the entire factor. 

And in your country, Congressman, potatoes are the same way if 
the buyers are active, the market goes up, and if there are no cash 
buyers, the market goes down, but it never goes down to the extent of 
16 cents a day. 

Mr. McIntire. In the day-to-day prices of onions for actual use and 
ultimate consumption through the trade and distributive channels, 
which has the greatest influence in establishing the prices on any given 
day, the cash market or the quotations on the board ? 

Mr. Piowary. I would say the quotations on the board because I 
could go to work and talk to the man on the telephone in Columbus, 
Ohio, or Miami, Fla., or Pittsburgh, Pa.—and we do a national dis- 
tributing business—and he knows what that board is before I even do 
and he will say, “the board is down today, the price should be a dime 
lower.” 

Now, you figure it out—and those are actual facts and any onion 
distributor who is a real distributor and not a gambler or a speculator, 
a processor and distributor like I am, he could—and I could name you 
a dozen in this country like me—he could tell you the same thing I am. 

Mr. McIntire. Prior to the board’s operations, at what time in the 
forenoon is the market somewhat established for the day ? 

Mr. Prowary. Oh, I would say—-well, we sell all day long. 

Mr. McInrire. I realize that, but you get a firm-up on the price in 
the forenoon, probably, don’t you ? 

Mr. Prowaty. Yes. 

Mr. McIntire. And about when is that, about noon / 

Mr. Prowary. About that, about noon. 

Mr. McIntire. What time does the board open ? 

Mr. Prowary. 5:30. 

Mr. Mc [NTIRE. In your experience, do you or do you not observe 
delay in the day’s prices from the pre vious pattern to the present pat- 
tern waiting on the board to open? 

Mr. Prowary. Well, I donot, myself. I try to sell to the supply and 
demand but we have got to be governed and regulated by the board 
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and if the customer tells you that it is $1.25 or $1.35 or something like 
that, naturally it depresses the market. 

Mr. McIntire. Thank you. 

Mr. Prowary. The depressing element on this thing is far greater 
than the element of advance. 

Mr. McIntire. Thank you. 

Mr. Prowary. And I thank you. 

Mr. Grant. Are there any other questions? 

Mr. Anpresen. I have one question. You have been operating in 
the Chicago area for the past 40 years ? 

Mr. Prowatry. That is right. 

Mr. Anpresen. Out of those years how many years have there been 
futures trading in onions? 

Mr. Prowary. Oh, I think about—well, I think about 12 or 13, pos- 
sibly—between 12 and 15, I am not sure. 

Mr. Anpresen. And around 2 years ago onions were put under the 
Commodity Exchange? 

Mr. Prowary. This year. 

Mr. Anpresen. Well, in actual fact, in 1955. 

Mr. Prowary. Yes, this year they went on. 

Mr. Anpresen. And have you noticed any difference in the fluctua- 
tions of either the futures market or the cash market after the futures 
trading was regulated ? 

Mr. Prowary. Well, Mr. Andresen, reading from this [exhibiting | 
even this year when we had the Community Exchange Authority 
regulation the fluctuations in the January onions—it was 63 percent 
and in the March onions 61 percent, and just as an overall average of 
5 years, 62 percent, so that going under the Commodity Exchange 
Authority rule has not stopped the fluctuations one bit. The fluctua 
tions will always be there on a commodity such as oni ROS, and I don’t 

care what kind of rules and regulations you put in unless they are so 
stringent that there will be no trading at all. 

Sure, they can formulate rules and regulations that would possibly 
make this thing airtight, but then the trading would practically be 
nil, the speculators would not trade. Why? Because they would not 
have a volatile commodity. ‘They like something that goes up and 
goes down, like onions, and I know you gentlemen know that. 

Mr. Anpresen. That is all. Thank you. 

Mr. Grant. Thank you very much for your statement. 

Our next witness is Mr. Ike Griflin, re presenting the United Fresh 
Fruit & Vegetable Association. You may proceed, Mr. Griffin. 


STATEMENT OF IKE GRIFFIN, UNITED FRESH FRUIT & VEGETABLE 
ASSOCIATION 


Mr. Grirrtx. Thank you. Mr. Chairman and pena $e 

My name is Ike Griffin. I live on R. F. D. No. 1, Rocky Ford, Colo., 
part of year, and at 509 Tucker Street, Me “nado Tex. , part of the 
year. I do business in Colorado, Kansas, and Id: he under my own 
name. My sons-in-law are associated with me in my business. We 
handle from 800 to 1,000 ears of onions each fall and winter from those 
sections of the country. We are growers and shippers, and handle 
onions for other growers. 
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I also am a partner in the firm of Griffin & Brand in Texas, with of- 
fices at Laredo, Princeton, and Hereford, Tex. We grow, and finance 
the growing with many other growers, and market onions from literally 
thousands of acres in all onion growing sections of Texas. During 
the year 1956 we handled 3,500 cars, and in 1957 we expect to ship close 
to 4,500 cars of onions from Texas. These onions are sold in all parts 
of the United States, Canada, and the West Indies. I have been in 
the onion business for better than 25 years. 

I am appearing as an individual, and as a witness for the United 
Fresh Fruit & Vegetable Association, with offices at 777 14th Street 
NW., Washington, D. C. This association, with nearly 3,000 mem- 
bers from every State in the Union, and from every line of business 
connected with fresh fruits and vegetables, is the largest in the indus- 
try. It represents all factors in the growing, packing, shipping, and 
wholesaling of these perishable commodities. At its annual conven- 
tion in Philadelphia on January 31, 1957, the association for the see- 
ond straight year adopted the resolution: “We favor legislation to 
secure permanent removal of perishable fruits and vegetables from 
futures trading on any commodity exchange.” 


IT IS BASICALLY WRONG FOR ONIONS TO BE TRADED ON BOARDS OF EXCHANGE 

Onions are a perishable product, subject to many hazards during 
the growing, harvest, and storage seasons. Their small volume in 
comparison with other commodities listed on boards of exchange, 
makes them unsuitable for trading. Rumors, usually unfounded, 
cause wild market fluctuations. There is no doubt in my mind that 
the exchanges have caused many a good man to gamble who would 
not think of doing so otherwise. It has made gamblers and specu- 
lators of the onion growers themselves. 1 know of one onion grower 
who has lost thousands of dollars, not in hedging but in gambling and 
speculating. He was so advised by the trader with whom he was 
doing business. 

The mercantile exchange contends that during the 1956-57 season 
the onion market was a stable affair, and that any price changes were 
In no way connected with any abuses of the futures market. Gentle- 
men, we contend that as long as there is a futures market in onions, 
there will always be wild fluctuations and speculations. This condi- 
tion is manmade and designed to encourage gi 


: ambling instincts. 
Che onion growers resent having their product, the net results of a 


year of labor, tossed around like a football by professional traderz. 
Did you ever seen a producer of any product, especially a perishable 
product such as onions, who wanted to see a cheap price ? As long 
us we have a board of exchange, half of the traders involved want 
to see onions get cheaper in order to make money. Actually periods 
of high prices on onions, or any other perishable commodity, are based 
on the failure of some producing area to harvest a crop. We see the 
disaster of one section as benefiting the sections that are able to 
produce. 

My associates and I grow thousands of acres of onions each vear 
and we have never wanted to see a cheap price, or to sell onions at a 
cheap price. We are always interested in prices that assure at least 
nu reasonable return for our investment and labor, 
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Gentlemen, I feel this onion futures exchange is the greatest evil 
ever to affect our industry. We have our indust: ry problems, and feel 
that we can work them out, but this futures business is too big an evil. 
The onion industry did not ask for the exchanges. The exchanges 
attached themselves to our business. The history of the futures market 
has been one scandal after another. Each year we see glaring examples 
of wrongdoing. Just as long as you have a futures market, there are 
professional traders, experts in their business, who will see to it that 
these wild fluctuations occur. History will confirm the fact that trad- 
ing in futures is not a stabilizer of the onion market. 

Of course, the exchanges are interested in keeping onions on the 
board, and will tell you that it would be a mistake to abolish onions as 
an item of trade. We insist that the mistake is to allow this per ishable 
product to continue in trade. It is basically wrong. Every Congress- 
man and every Senator willl shortly be called upon to vote on this 
question. The onion growers and shippers are going to demand of 
their representatives in Congress that they support legislation to 
eliminate this evil. If we are not successful in this C ongress, we will 
continue our efforts ‘until we do get results. In our country, justice 
and right will sooner or later prevail. 


UPSETS ORDINARY PROCESS OF MARKETING 


The exchange operators do not proposed ever to put onions in the 
channels of trade. When delivering onions to fulfill contracts, history 
will confirm that excessive supplies are concentrated in a terminal 
market. This concentration of excessive supplies never puts the mar- 
ket price up. Instead it has always had a depressing effect, and 
usually to the advantage of the speculator and to the detriment of the 
producer 

Wild fluctuations in the futures prices are not justified by actual 
conditions in the industry. They often cause growers to panic. These 
periods of wild fluctu: ation often cause many growers and holders of 
onions to lose all sense of judgment. Many silly and unbusinesslike 
experiences have resulted, that even a child would have avoided after 
sober thought. 

The exchanges contend that they offer the producer an opportunity 
to hedge his operations. We contend that the average onion grower 
cannot afford to hedge, as the money involved in the hedging opera- 
tion is greater than producing the crop. I have known of instances 
where over $1,200 per car cash was put in margin money to protect a 
certain contract. Actual hedging plays a very small art in futures 
trading. ‘The speculative action is caused by the speculators. 

The exchanges contend that the receiver or processor of onions can 
hedge against his anticipated requirements by buying futures. We 
maintain that this cannot be done successfully, since the buyer has a 
monthly contract. For example: A produce house buys 15 cars of 
onions for January requirements. The buyer can get all of these on 
the Ist day of January or during the last 5 days, at the option of 
someone other than himself. 

The mercantile exchange contends that it has in mind changing the 
rules from time to time, in order that the onion industry can live 
with the exchanges. We contend that the exchanges cannot, and will 
not, change the rules to such an extent. In order for the exchanges 
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to make money, there must be radical up-and-down periods to cause 
excitement. This condition is a detriment to the onion industry. 

Big business is not in the habit of killing the goose that lays the 
golden egg. The exchanges do not perform any service in the distri- 
bution, marketing, and promoting of onion sales through retail chan- 
nels. They are only interested in the number of brokerages they 
can make. The exchanges would have you believe the onion shippers 
and dealers are the main source of trouble with price fluctuations. 
To the contrary, the shippers are very busy preparing for shipment 
and selling these onions into the channels of commerce that distribute 
to the consumer. Many times we have been confronted with a situ- 
ation involving wild fluctuations, during which the movement came 
to an absolute stop due to the influence of the “chalk marks.” It is 
true the shippers are interested in making a profit, but we are being 
paid for services rendered. If we fail to serve justly and fairly, 
those we serve will eliminate us. 


ENCOURAGES OVERPRODUCTION 


The rules of trading creates a fictitious market in the November 
contract, even before planting time in late onion districts. The arti- 
ficial November price, which has been historically high, encourages 
excessive plantings. (Many exchange operators finance growing and 
hedging operations with no real market other than the ‘ ‘paper mar- 
ket” offered on the exchanges.) High board prices for forward 
months usually encourages heavy plantings in south Texas if the 
weather permits. Growers see these prices for February and March, 
and thinking there must be a shortage of March onions set about to 
take advantage of the situation by planting a heavy acreage. 


CONCLUSIONS 


The onion industry is asking this committee to report these bills, 
or a bill of its own making, favorably to the House. We feel that in- 
asmuch as the onion industry, including growers, shippers, brokers, 
and handlers, is almost unanimous in favor of this legisk ation, that 
we would be remiss in our duty if we failed to urge you in the 
strongest manner possible to report favorably on this legislation. 

He Ip | give us a chance, gentlemen, to get rid of this terrible parasite 
that besets our industry. We desire to emphasize the fact that onions 
have no place on an exchange because it is a perishable product, and 
because so many hazards arise during the growing, harvesting, and 
storage periods. It is a small crop in comparison with other com- 
modities traded on exchanges, and is therefore subject to the influence 
of a small group of speculators and rumors that arise from time to 
time. The evidence of undesirable market activities and speculation 
that occur each year even in the face of new rules and regulations 
makes it impossible for the onion industry to live with the exchanges. 

Thank you. 

Mr. Grant. Any questions by the committee ? 

(No response. ) 

Mr. Grant. Does anyone else have any questions ? 

(No response. ) 
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Mr. Granr. Thank you very much, Mr. Griffin, for this statement. 
We will next hear from Mr. Joseph Shelly, executive secretary of 
the Vegetable Growers Association of America. 


STATEMENT OF JOSEPH S. SHELLY, EXECUTIVE SECRETARY OF THE 
VEGETABLE GROWERS ASSOCIATION OF AMERICA 


Mr. Suetiy. Mr. Chairman, I have a statement I would like to 
present for the record. I do not think it will take very much of the 
committee’s time to present it. 

I am Joseph S. Shelly, executive secretary of the Vegetable Growers 
Association of America. The asociation is composed of 44 affiliated 
organizations, having membership in 25 States. 

This association recommends your consideration of the several bills 
now before this committee to prohibit trading in onion futures on the 
commodity exchanges. Two years ago the association at its annual 
meeting voted uns inimously to adopt a resolution requesting congres- 
sional action to eliminate onion futures tr: ading because of the rela- 
tively small volume of trading and potential] deliveries of these com- 
modities and the resultant ease of manipulation of the futures market 
which in numerous instances disrupted the cash market. 

This pernicious condition has not materially changed, and the posi- 
tion of the Vegetable Growers Association of America remains un- 
altered. This statement, Mr. Chairman, deals mainly with the eco- 
nomic principles, involving our opposition to futures trading in 
onions. For the practical aspects of this unwholesome and distressing 
situation I should like to refer this committee to the statement of 
James D. Swan, the association’s past president before this same com- 
mittee in its hearings in Chicago on this same subject on March 24, 
1956. His statement appears on page 102 of the committee record, 
serial FF, part 2, Onions, March 24, 1956. 

The recent history of onion futures trading on the Board of Trade 
clearly indicates that the objectives of the Commodity Exchange Act, 
that of maintaining fair and honest practices in the futures market, 
protection of the public interests against price manipulation, are being 
rather freely violated. This association believes that the several bills 
being considered would not violate the basic freedoms of those en- 
caged in the production, marketing, and selling onions. We believe 
the elimination of onion futures tr: ading would fulfill the basic con- 
cept of the law, that of restraining our destructive tendencies and not 
violate or direct our peaceful creative activities. 

A basic question which must be considered by this committee is, “Are 
onions a suitable commodity for futures trading and are they any 
beneficial economic benefits derived from futures trading?”  Testi- 
mony presented before this committee last year, grower reactions to the 
question, the perishable nature of the commodity, and past perform- 
ance all indicate a negative reply. Testimony presented by the onion 
producers last year, and currently, furnish an adequate answer to this 
question. 

Onions are a perishable commodity and can be stored only for rela- 
tively short periods. Improved and new varieties of onions, wide 
distribution of production areas, rapid transportation, and greater 
distribution of the onion growing season have and will continue to 
reduce the needs for future contracts. The onion grower must not 
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only consider price, but he must also pay close attention to the quality 
of his crop, which will vary from year to year because of its deteriora- 
tion and decline in price during the storage period. 

The natural characteristic of perishability exerts a constant pres- 
sure on onion producers, shippers, and traders. It also provides an 
ideal climate for the unscrupulous speculator to take advantage of 
producers because of these uncontrollable factors. 

Considering futures on the demand side, it is obvious that onions 
present a different problem than other commodities. Onions are not 
purchased to any great extent by processors but rather by those who 
handle them in the market chain operation. Each one of these buys 
a raw product, adds his service cost, and passes the raw product on 
ultimately to the consumer. In other words the users of onions have 
little need of an opportunity to hedge their purchases and evidence 
would indicate that they do very little of it. 

A major function of ‘futures trading in any commodity is to permit 
both producer and user of the product to hedge and thus spread his 
risks. Indications are that very few of the producers avail themselves 
of this function. In the case of the producers very few have the finan- 
cial resources to carry out a hedging operation. 

It would appear, therefore, that the greatest benefit derived from 
futures trading goes to the speculator, not the producer nor the con- 
sumer. Reports have not been too infrequent in the past, especially 
following great price declines of plowing under onions or dumping 
because the sale price was lower than the cost of harvesting. ‘These 
price gluts have had little effect upon retail prices or consumption 
because of the inelastic demand of onions. 

The value of futures trading is very doubtful if the market becomes 
the vehicle for speculation and its adverse effect upon the onion pro- 
ducer. 

It has been apparent in the past that the onion futures market has 
tended to perpetuate overproduction with its concomitant adverse 
effects upon producers. This has been done by the fly-by-night pro- 
ducer who finances an onion crop on early quotations of the futures 
market and early sales for future delivery. 

It should also be pointed out that at times in the past futures price 
quotations were offered before the planting of the onion crop. The 
industry overwhelmingly endorses the prohibition of onion futures 
trading. Economic facts and actual practice have demonstrated the 
impracticability and distressing influence of onion futures trading on 
the producers and the cash rm arket. The historical record clearly 
indicates the irresponsible and arbitrary function of the market with 
its distressing effects upon hd producer. Evidence presented indi- 
cates that onions are a commodity unsuitable for future trading. 
Therefore, the organized vegetable industry respectfully urges this 
committee to act favorably on the bills before it is to prohibit the 
futures trading of onions. 

Mr. Grant. Thank you very much. 

Any questions of the witness ? 

Thank you, sir. 

Mr. Suetiy. Thank you, sir. 

Mr. Grant. We will now hear from our colleague, Mr. Griffin, of 
Michigan. 
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STATEMENT OF HON. ROBERT P. GRIFFIN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Grirrin. Mr, Chairman, I represent Michigan’s Ninth Congres- 
sional District which includes Newaygo C ounty, the eighth largest 
onion-producing county in the United States. 

At the request of many onion growers, I introduced a bill at the 
beginning of this session which has become H. R. 1935. I appear to- 
day in support of H. R. 1935, and similar bills which would amend 
the Commodity Exchange Act to prohibit trading in onion futures. 

Since offering the bill, I have received many letters from onion 
growers all over the United States. The great majority of letter- 
writers have pointed out that the ordinary laws of supply and demand 
do not function in an onion market affected by futures trading. 

One onion grower wrote me on February 14, 1957, as follows: 

I have just lost $4,000 on last year’s crop, Nothing on earth can convince me 
that dealing in futures in onions is good for the farmer since we have had it so 
graphically demonstrated to us the last 4 years. Nothing but complete elimina- 
tion of trading in futures in onions will do, and I am prepared to wait until it 
is accomplished before I plant any more onions. 

Another grower wrote me on February 14, 1957: 


Recent trading in onions on the Mercantile Exchange in Chicago definitely indi- 
cates the necessity of getting your bill through Congress this year. All the rules 
of the Commodity Exchange Act as well as Mercantile Exchange rule could not 
stop manipulation. Over 3,000 cars were traded in 1 day which was more than 
the entire commitment. In a week’s time the market was broken from $2.20 
to $1.25. Growers cannot sell their onions for cash because of the chaotic condi- 
tion resulting. 

Another onion grower wrote me as follows: 

We, the growers of this commodity, are practically helpless against the power- 
ful Mercantile Exchange. We just don’t have their kind of money. Our only 
hope is that good and decent lawmakers like you will see the injustice of what 
is being done us, and help us to rid ourselves of this evil which is threatening our 
future and our security. 

Still another prominent grower in my district wrote as follows: 

The muck farmers of Michigan will be happy to know that you are in agree- 
ment with them concerning a law to restrict, or prevent futures trading in 
onions. As presently operated it has been a racket and has operated to the great 
detriment of the farmer. 

Mr. Chairman, the onion growers who have written to me—and 
they have been numerous—have indicated by an overwhelming ma- 
jority that they feel futures trading in onions should be prohibited. 

During the course of these hearings the committee will have an op- 
pay to investigate this matter thoroughly and to carefully weigh 

oth sides of the complex questions involved. 

When the testimony has all been taken, I ask only that the com- 
mittee’s decision be based on what is best for the onion growers. 

Unless it can be shown that futures trading is in the best interest of 
onion growers, then I urge you to report favorably H. R. 1935, or a 
similar bill. 

Mr. Grant. Thank you very much, Mr. Griffin, for your statement. 

Mr. John Datt, Assistant Legislative Director of the American 
Farm Bureau. 


Sn 
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STATEMENT OF JOHN DATT, ASSISTANT LEGISLATIVE DIRECTOR 
OF THE AMERICAN FARM BUREAU FEDERATION 


Mr. Darr. Mr. Chairman and members of the committee, I am John 
Datt, assistant legislative director of the American Farm Bureau 
Federation. 

We appreciate the opportunity to present the view of the American 
Farm Bureau Federation to this subcommittee with regard to futures 
trading in onions. The matter of futures trading in perishable agri- 
cultural commodities, particularly onions and potatoes, has been of 
interest to the Farm Bureau for some time. Our interest in this mat- 
ter stems from our desire to facilitate the orderly marketing of all 
agricultural commodities to get the maximum net income to farmers. 

In May 1956 the American Farm Bureau presented a statement to 
the special subcommittee on futures trading in perishable agricultural 
commodities of the House Committee on Agriculture. At that time 
we recommended the elimination of onion- and potato-futures trading 
from the various commodity exchanges for the following reasons: 

1. Onions and potatoes by their very nature are perishable com- 
modities. They cannot be stored for an unlimited length of time and 
only limited processing is involved. ‘This situation is quite different 
from wheat, corn, and other storable commodities where the futures 
market performs a valuable role since hedging provides price- risk 
insurance. Futures trading in these storable commodities serves an 
important function because of the considerable amount of processing 
that occurs in marketing. This is quite different from onions and 
potatoes which, having only limited processing, move from producer 
to consumer in virtually the same form. Because of their perishabil- 
ity and lack of processing, we do not believe that onions and potatoes 
lend themselves to sound futures trading. 

The volume of either onions or potatoes that is involved in futures 
ae is relatively small, thus providing the opportunity for sharp 
price fluctuations and the facilitating of price manipulations. 

We read with a great deal of interest the report issued by this 
special subcommittee and have watched closely the operations in both 
onion and potato futures trading since that time. 

In March of this year the AFBF fruit and vegetable advisory 
committee, made up of vegetable, onion, potato, and fruitgrowers 
from all parts of the United States, again considered this matter. 
The following recommendation was made by this advisory committee 
and approved by the AF BF directors, and I quote: 

We strongly favor the elimination of futures trading in potatoes and onions 
on the various commodity exchanges and that the AFBF actively support 
legislation to eliminate onion and potato futures trading. 

We appreciate that this subcommittee is concerned only with pro- 
posed legislation to prohibit onion-futures trading and shall confine 
our remaining comments to that problem. We do, however, wish to 
indicate our interest in both onion- and potato-futures trading. 

As was stated previously, we have been following the operations of 
onion-futures trading in recent months. Basically, as we view futures 
trading from the producer’s st: indpoint, its prime purpose is to serve 
as a means of hedging or, in effect, it is a means of obtaining price- 
risk insurance. 
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In this connection, the comments made in the recent Commodity 
Exchange Authority report, Speculation in Onion Futures—Janu- 
ary—March 1957, is very interesting. The summary of the CEA re- 
port states, and I quote: 


It does not appear that the hedging use of the futures market has been of 
such character as to be of importance in the marketing of onions. 


In the main part of the report CEA comments that— 


The number hedging was small through the season and limited to a relatively 
few growers, shippers, and receivers. 


The report further states that, and I quote: 


there is no indication of any systematic use of hedging in onion futures by the 
rank and file in the onion industry, such as would contribute stability to a 
futures market. 

We cite these comments because the question of the function of an 
onion futures market from the onion producer’s standpoint is very 
important. If in onion-futures trading, hedging has not been im- 
portant, and there is no indication of any systemic use of hedging to 
contribute stability, what value has or is futures trading to onion 
growers ¢ 

In the case of the storable commodities such as wheat, cotton, and 
corn, hedging plays an important role as far as producers and market- 
ing agencies are concerned. There is considerable processing involved 
in these commodities, and thus the hedging by processors and other 
manufacturers against price changes serves an important economic 
function. This is not true in onions as only limited processing is 
done. As a result, there is only limited hedging involved, and onion- 
futures trading appears to be largely speculative in character. 

Since hedging has not been important in the marketing of onions, 
we ser iously « question the value of futures tr ading from the st: andpoint 
of onion producers. 

As there appears to be little value in onion futures because of the 
lack of hedging, let us examine what other value or harm there may 
be in such futures trading as far as onion producers are concerned. 

In analyzing this question, there are several other comments in the 
recent CEA report that are significant. 

In discussing the futures price movements that took place in the 
early February 1957 period, the CEA report includes this statement, 
and I quote: 

At that time, informed trade opinion was expressed that this interruption 
in the orderly process of marketing onions would result in a delay in disposing 
of the old onion crop, with resultant shrinkage and deterioration which might 
be expected to have disastrous effect upon the market. 

The CEA report also ineludes the following statement in discussing 
the February and March futures price fluctuations : 

Price movements such as this cannot be justified by supply and demand fac- 


tors and must be attributed either to manipulative activity or, as appears to 
be the case in this instance, to a wave of excessive speculation. 


If it is true, as the CEA report states, that futures price movements 
cannot be justified by supply and demand factors and must be attrib- 
uted either to manipulative activity or speculation, it raises a serious 
question as to their effect on orderly marketing of onions. 

As the CEA report indicates, during these periods of rather sharp 
futures price movements the orderly marketing of onions is inter- 
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rupted, which may result in shrinkage, deterioration, and force the 
marketing of larger quantities of onions than normal during the 
marketing season. 

Cert vinly the wider futures price movements do not tend to stabilize 
the cash market for onions and in fact are very detrimental to the 
orderly movement of onions to market. During these periods of 
fluctuating futures prices, there certainly is a tendency to delay cash 
purchases by the onion trade and, in general, a period of cash market 
instability. The effect of this may be to force the disposal of a larger 
quantity of onions at a later time. From the onion producers’ view- 
point it appears very doubtful that onion futures trading makes any 
real contribution to the orderly marketing of onions. 

For these reasons we do not believe that trading in onion futures 
serves as a useful function to onion producers in the production and 
marketing of their crop. We, therefore, support the proposed legisla- 
tion to prohibit onion futures trading and recommend its passage at 
an early date. 

The opportunity of expressing these views to the committee is 
appreciated. 

With your permission, Mr. Chairman, I would like to file a state- 
ment of the committee of the New York Farm Bureau Federation, 
expressing their opposition to onion futures trading and support for 
the Pe legislation. 

Mr. Grant. Without objection it will be filed. 

(The doe ument in question was made part of the committee files 
is as follows :) 


STATEMENT OF THE NEW YORK FARM BUREAU ON ONION AND POTATO FUTURES 
TRADING 


The rank and file of growers in New York State producing onions or potatoes 
can see no desirable results from futures trading in those two commodities on 
mercantile exchanges. Frequently, undesirable results take place because of the 
perishable nature of these commodities and the fact that futures markets are 
largely under the influence of spectulators. 

Hedging, which is important with relatively nonperisable commodities, such 
as grains, is unimportant with onions and potatoes. Growers find that onion 
and patato hedges are usually not acceptable to loaning institutions as security 
for crop loans. 

In the last year or two fluctuations in futures prices have been violent at 
times and they would lead one to believe that manipulation has taken place. 
Such fluctuations are not helpful to the cash prices received by growers, and 
the common feeling is they are detrimental. 

We urge that legislation be adopted which would prohibit futures trading in 
onions and potatoes. Such legislation could do no harm and it is believed it 
would be beneficial. 


Mr. Grant. Mr. Hagen wants to ask you a question. 

Mr. Hagen. As I underst: ind it, say on a given day Farmer Jones, 
Shipper Jones, had a car of onions which he is offering on the market. 
I fail to see where the price on that day for the futures, say 3 months 
hence, or something like that, would necessarily affect the price avail- 
able to him at that time, inasmuch as onions are not a storable com- 
modity. 

Mr. Darr. Well, our concern in this problem relates to the hedging 
phase of it, primarily. We feel that, as far as the economic use or 
value of onion futures trading, you do not have hedging by processors 
and other manufacturers that you find in some of the storable com- 
modities. 
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Mr. Hagen. I understand that. But the testimony that the price 
on the futures market on a given day would affect the cash price on 
onions waiting delivery on a reertain di: 1y—it escapes me how it could, 
or why it necessarily should ? 

Mr. Darr. Well, I do not know that it necessarily should. Under 
certain circumstances, I think the question of whether the onions 
would move or not would be somewhat determined by that futures 
price. 

Mr. Hacen. Well, of course, the futures 

Mr. Darr. Some months in advance. 

Mr. Hacren. There may an 
onion market now; consumers need what they are going to buy— 
they are not storable. Under those circumstances, I was perplexed by 
the idea that that futures price would govern that cash price. 

Mr. Darr. Well, I think our concern ‘about the relationship between 
the futures price and the cash price is that, during these periods when 
you have severe fluctuation in the futures market t, your cash price 
becomes very unstable and, in fact, as has been pointed out in some 
instances, just dries up during this period. 

Mr. Jounson. Isn't it true, s say, for instance, you were selling onions 
in November, wouldn’t you be selling on the futures market onions in 
the latter part of November, December, January, February, and, if 
the December price was going up—I could see where that would 
affect the price. Maybe the March price may not affect it, but the 
December price—I could see where that would. 

Mr. Hagen. Are those futures contract that short, where there 
might be only a month or a few days lag between the futures sold and 
the current sale of onions represented in those futures ? 

Mr. Darr. Well, as I understand it, some of it is for a month’s 
period. 

Mr. Hacen. Month to month? 

Mr. Darr. Yes, sir. 

Mr. Hacen. I see. 

Mr. Grant. Thank you very much. 

Mr. Veril Baldwin. 








STATEMENT OF VERIL BALDWIN, PRESIDENT, NATIONAL ONION 
ASSOCIATION, EAST LANSING, MICH. 


Mr. Batpwin. Mr. Chairman and members of the committee, my 
name is Veril Baldwin, of Stockridge, Mich. I am a grower and 
shipper of onions. Last year, at similar hearings on onion futures 
trading, as president of the National Onion Association, I represented 
some 110 organized groups, all in favor of legislation to prohibit 
futures trading in onions. During the past year, the only change in 
attitude of these various groups is a more determined conviction that 
onions do not lend themselves to the practice of futures trading. 

Since my testimony and testimony of all other witnesses of previous 
hearings is a matter of record and available to this committee, I will 
confine my remarks to the utmost brevity. We were advised by some 
of the sponsors of these bills to hold our witnesses to perhaps 6 or 8 
or 10, and to emphasize brevity, all of which we have tried to do. 
Also, there was interest expressed in a busload or two of interested 








ONIONS 103 


farmers who wished to attend this hearing which we did not encourage 
as it might appear to be organized pressure. I just want you to 
know that we have not lagged in interest. 

I have no criticism of the Commodity Exchange Authority. I am 
convinced that they have been aggressively engaged in observation 
and regulation of futures tr: ading i in onions to the full extent of their 
authority. I am happy to admit that the mercantile exchange made 
several constructive changes in rules and regulations, and no doubt 
are willing to make other changes. However, I would like to point 
out that failure to make similar changes 5 or 10 years ago, when such 
were asked by the National Onion Association, is the full responsi- 
bility of the mercantile exchange. The onion industry is well aware 
of the fact that there is no guaranty of permanency in rules and regu- 
lations adopted under pressure. 

An example of that came up yesterday, when it was announced 
that they adopted the rules to suspend trading on March futures on 
March 7, but they rescinded that regulation, which was a desirable 
regulation, before it even went into effect. 

During the past season there may have been a minimum of illegal 
trading or manipulation, but, even so, the abnormal decline in board 
prices starting February 4, without cause and with evidence since 
that such decline was entirely unjustified, is another classic proof of 
the onion industry’s contention that the onion business does not lend 
itself to futures trading. No amount of rules and regulations can 
correct the evils in futures trading in onions. 

There was mentioned here something about how this futures trad- 
ing came about. I would like to digress a trifle from my script to 
say that some 15 years ago, in Kenton, Ohio, representatives from the 
Chicago Mercantile Exchange—Mr. Olsen, who was in the audience, 
in particular, and was then president of the Chicago Mercantile Ex- 
change—attended a meeting of the National Onion Association, which 
Lh: appened to also attend, and they presented the idea of futures trad- 
ing in onions and asked the opinion and the approval of those assem- 
bled the re. 

After due discussion, the idea was re jected by the National Onion 
Association and has never been accepted but has been forced upon 
the industry. Such trading was forced on the industry, and never 
has served any useful purpose, but has bled the industry of millions 
and has contributed nothing but chaos to the marketing and distribu- 
tion of the commodity. 

The benefits from hedging are offset by the fact that the cash mark- 
ets are demoralized during liquidation months, and the only protec- 
tion a hedger has against demoralized cash markets is to overhedge. 
In other words, to hedge all your produe tion. To do so then becomes 
not a protective hedge, but it actually becomes a speculation, which 
is undesirable. 

We have many expressions from the composition and from those in 
Government agencies stating their opinions as to the effect of futures 
trading on cash onions. We think the experts best qualified to judge 
this question are those who for years have been engaged in some form 
of the onion business and there is no question tod: ay among onion 
growers and shippers that the futures market always seriously affects 
cash markets, much of the time actually establishing cash market 
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levels. The futures market further tends to overexaggerate any 
downward trends due to actual supply and demand. 

It has been stated that the opposition to futures trading is mostly 
by those who have something to gain as a result of producers being un- 
informed, intimating that the exchanges furnish accurate and valuable 
information. Such reference is laughable when everyone knows that 
the biggest stock in trade furnished by traders on futures markets is 
a mass of misinformation used constantly to influence the market. 

Tt has been suggested by those opposing the current legislation that 
only those who have lost money in futures trading are urging the re- 
moval of onions from futures. 

This I again stoutly deny. There are those, and I would find my- 
self in the same category, who have made substantial money by the 
hedging process, or by speculation in the futures market, and they are 
still opposed to futures trading because they are so convinced that 
it is harmful for the industry as a whole. Because a few people are 
able to say that they can make money by trading in the futures is 
certainly not a justifiable excuse for saddling the practice on an entire 
industry. 

In my previous testimony I made the statement that the only wit- 
nesses found in favor of futures trading in onions were those directly 
interested in brokerage fees or who were financed in their farming 
and hedging operations by those interested in brokerage revenues. 
The statement still appears to be applicable. 

In contrast we represent an entire industry from coast: to coast, 
consisting of growers, onion brokers, receivers, and distributors. We 
also have the endorsement of over 100 organized associations—a copy 
of those are attached to my previous testimony of a year age ile 
including the largest agricultural organizations in the country. 

These people we represent are firmly of the opinion that there is no 
useful place of futures trading in onions and they are in favor of no 
further attempts at regulation and experimentation, but a positive 
stop to futures in onions, by support of present bills to that end. 

Mr. Grant. Thank you, sir. Any questions? 

Mr. McIntire? 

Mr. McInrine. I would like to ask just one question. 

I am acquainted in some degree, Mr. Baldwin, with the position of 
the National Onion Association in relation to futures ecdien. Per- 
haps this question is a little more of an idealistic approach and, per- 
haps, not a practical one. 

However, has your association ever strongly urged your membership 
not to enter into futures trading as individual members? 

Mr. Batpwrn. No, they have never attempted to influence any of 
the members as an association, whether they should use the services 
of the exchange or not. That would be an individual problem. 

Mr. McIntire. And to have done so would be perhaps a little too 
idealistic an approach, rather than a practical one? 

Mr. Batpwin. That is correct. However, I think the idea has merit. 

Mr. McIntrme. Well, it is strange that in spite of such a firm con- 
viction expressed by the association as to the evils of the matter, in- 
dividuals have participated not in a small volume but in relatively a 
substantial volume of activity, that this activity has been participated 
in by the membership itself, in an evil to which they are violently 
opposed. Is that a fair observation ? 
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Mr. Batpwin. That is. I would comment that many prone, and I 
will place myself in that category, since the futures market and trad- 
ing is such a vital part of the cash market activity, and since we are 
influenced by the downward pressures of that market, it becomes im- 
perative, perhaps necessary—I consider it necessary to avail myself 
of the upswings in that market because I know that I am going to be 
penalized by the downswings. And only by participating in some- 
thing that I do not approve of do I feel that I can continue in business. 

Mr. McInaire. Its influence is so substantial that it cannot quite be 
avoided by a producer and trader of onions as a commodity; is that 
right? 

Mr. Batpwin. The history of it has been such, and I am firmly 
convinced that it is impossible for the average farmer, or for a large 
farmer, to continue in business so long as we have futures trading in 
onions unless he uses it. 

Mr. McIntire. Well, I was interested whether perhaps you could 
express your position, I mean the position of some who are members 
of an or ‘ganizs 

Mr. Batpwin. I did not exactly get that question. 

Mr. McIntire. I say, I was just interested in having an oppor- 
tunity to get the philosophy of those who are so opposed to the field 
and still conclude that they must use the field, and you have expressed 
it very well. 

Mr. Barpwiyn. I will go even further. Last year, the past season, 
[ perhaps made more money in my total opet ration than I have ever 
made in any other year in 40 years and most of it was directly due 
to the fact that I hedged heavily early in the season all my produce tion 
or enough so that I can say that. Yet, here I am, after having, you 
might say, a spectacularly successful year financially, appear ing before 

you completely opposed to futures trading in onions, a vehicle by 
which I financially profited greatly—that certainly answers your 
question—because I am so convinced that for the industry as a whole 
it isa bad thing. But for me, personally, I expect to stay in business 
with or without the board. 

Mr. McIntime. Thank you very kindly. 

Mr. Grant. Thank you very much for your statement. 

Mr. Batowrn. With your indulgence, I would like to comment 
briefly on several things that were handled yesterday. 

Mr. Grant. We would be glad to hear it, but the House is in session 
now, and it is 12 o’clock, and we are going to have to stop in just a 
few minutes. I was trying to reach two witnesses here and I do not 
believe we will have time before noon. You might continue for a 
couple of minutes- 

Mr, Batpwin. Well, it is very important for us to correctly evalu- 
ate the factors that led up to the February 4 market. This was dis- 
cussed at some length yesterday. And to this moment, this has not 
been done. The proper factors that built up to this market of 
February 4, in fact, a considerable element of misinformation has pre- 
vailed, which originated in the first news release of the market action 
at that time. 

This misinformation could hardly have come by accident, but would 
logically come from those who wished to divert attention from futures 
trading being charged with carving a disrupted market. 
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Let’s go back. What I am referring to is the inference that a re- 
port th: at came out from the National Onion Association of Februar y 
1 was because of the market activity for 2 to 3 weeks previous to that, 
and also the inference that-an erroneous bullish report that came out 
was a contributing factor. I would certainly like the opportunity to 
comment on those two subjects. 

Let’s go back to the report of the National Onion Association of 
January 1. It was evident that that report that there was no surplus 
of supplies of onions. It was evident that the disappearance and the 
er of movement had been good. It was evident that there 

yas a distressed keeping quality in several very prominent areas. All 
that was very evident as brought out January 1. Those same facts 
were confirmed by the Government’s report that came out January 
18. The cash market and board market was responding upward dur- 
ing that period, and particularly, after the Government report came 
out January 18 confirming the National Onion Association report of 
January 1. The cash market was hot. It was so hot that for 10 days 
previous to February 1, most of the shippers of onions in the United 
States were having to tell their customers that “we can’t quote you, 
we do not have the supplies, we cannot buy them at anything like a 
reasonable price in the country—we are unable to quote. That was 
our positioin in our office. 

Under those conditions, no one was thinking anything about a re- 
port that was coming out February 1, There had not been the 
slightest activity or the slightest bit of work done by anyone or any 
reporting agency during that period. The point I make is that there 
was nothing unusual or abnormal about the advance in this market 
up to February 4. It was ridiculous to presume that an anticipated 
report or the security of information was any factor in the advance 
of that.market, when the facts were very plainly available to every- 
one in the country on January 1, and confirmed on January 18, that 
the cash market was active as it was. That was the sole reason for 
the advance in the market—period. There was nothing unusual 
abnormal. It could do nothing else. 

Now the part that was unusual and abnormal was the precipitous 
collapse of the market. There was nothing abnormal previous to 
that. 

Now as to the accuracy of that report, it was intimated that that 
was a bullish and erroneous report. Naturally, those who did not 
want to be blamed for the collapse would sponsor such a statement 
as that, and unfortunately, the press, in some instances, fell for that 
line. 

Let’s examine the evidence after the collapse of the market. Let’s 
examine the evidence of the accuracy of the February 1 report. If 
it had been in error then we would have wound up in March with a 
demoralized cheap futures market; we would have wound up with 
distressed onions like we have had in many seasons before, with a 
dumping condition as very cheap and distressed. That did not h: ap 
pen. Further, the other factor that applies to the tail end of an onion 
season is the progress of new onions from Texas. The pattern for 
production and timing of production in Texas was well known and 
well established on the 1st of February. That pattern never varied 
through February and March. The production of Texas onions was 
quite well known, and the time that they would arrive on the market 
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was quite well known, unless there was a very disturbing element such 
as weather which would have entered into it, which it did not do. It 
all developed according to the pattern. 

Now let’s sum that up. Texas came along, according to the pat- 
tern. The futures market closed at somewhere around $1.60 per bag, 
where it had recovered most of its previous loss. The cash market 
wound up strong at $1.50 to $2 a bag, and there were no onions in dis- 
tress anywhere, they were all wanted. ‘Those three factors are positive 
and irrefutable fact and proof that the report that there was so much 
attempt to discredit on February 1 was positively correct. And there 
has been no shred of evidence to indicate otherwise. 

Further, this advance, practically all the advance previous to Feb- 
ruary 1, was in the market before it could possibly have been affected 
by any imminence of a report coming out. 

It has been mentioned here, how would these things me the con- 
sumer. I would like to say that if you would have asked, or if you will 
ask, every onion man that comes before this sctenitaie what they 
think that the cash market on onions should have done, from the Ist 
of February to the end of the season, they will say that they should 
never have been below $1.50 to $2.50 a bag, and a reasonable figure 
would be that there was never an occasion for cash onions to sell for 
less than $2 a bag after the 20th of January. If that had happened, 
Texas onions would have gone to market perhaps at $1 a bag more 
money through March than what they did. And, further, such a 
handling of the market would have affected the consumer not one 
penny. 

We all know that the board price of onions, and even the cash price 
of onions, can fluctuate $1 a bag or $2 a bag, and the consumer knows 
absolutely nothing about it. It is fairly well established that the con- 
sumer pays 8 to 10 cents a bag ¢ onsistently for onions regardless of the 
fact that the farmer may get only a half cent per bag, or a penny a 
bag. 

There was something mentioned here about multiple deliveries. 
Here is the problem of multiple deliveries. It will solve nothing for 
this reason: The deliverer of onions on the board is always and 
invariably interested in a depressed market. Otherwise, he would not 
deliver. There is no reason why he should not deliver. The sole and 
only reason any deliverer or hedger delivers on the board is because 
he is interested in a lower market so that he can buy his paper, remain- 
ing paper bags, at less money and make more profit. Therefore, the 
deliverer has the option of where he delivers, and he would choose to 
deliver at Chicago where the accumulated supplies would gain his 
objective the most in the way of depressing the market. Therefore, 
an optional arrangement for multiple deliveries will fail for the 
reasons that I have given. 

Thank you. 

Mr. Grant. Thank you very much for your statement. 

The committee will adjourn until 2 o’clock. 

(Ww hereupon, at 12: vs p. m. the committee adjourned to reconvene 
at 2 p.m. the same day. 


94812—57——_-8 
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AFTERNOON SESSLON 


Mr. Grant. The committee will come to order. Our first witness is 
Mr. C. H. Burns, of Nampa, Idaho. 


STATEMENT OF C, H. BURNS, REPRESENTING IDAHO GROWER 
SHIPPERS ASSOCIATION 


Mr. Burns. Honorable chairman, honorable Congressmen, and 
guests, I am C. H. Burns, from Nampa, Idaho. I am appearing at 
this hearing at the request of, and representing the shippers and 
onion industry of Idaho and Malheur County, Oreg., and for the 
Idaho Grower Shippers Association of M: alheur County, Oreg. 

Previously testified for the growers of the same district at heari Ings 
held in Chicago, March 24, 1956, as well as hearing held before this 
same subcommittee in Washington on May 18, 1956, representing the 
southwest branch of the Idaho Grower Shippers Association which 
includes Malheur County, Oreg. A record of my testimony as well as 
all other testimony given at these two hearings are a matter of record 
so I will not go into detail today except briefly. 

At both hearings held before this subcommittee in the 84th Con 
gress, it was brought out clearly that legitimate onion growers and 
members of the industry were practically 100 percent in favor of the 
elimination of this futures trading. We wish to point out that in this 
subcommittee’s report they found that futures trading in anions per- 
mit speculative action which can adversely affect the price of this 
commodity to the detriment of the producers. The subcommittee con- 
cluded that unless such trading could be npn so as to prevent 
damage to producers and dealers, the trading in futures contracts of 
this commodity should be prohibite cl. 

Since this futures trading was not placed under the supervision of 
the Commodity Exchange Authority until September 1955, and due 
to some so-called corrective changes made by the Mercantile Exchange 
in their trading rules in March 1956, the subcommittee on the recom- 
mendation of the Department of Agriculture decided to allow this 
trading to continue for 1 year under the direct supervision of the 
Commodity Exchange Authority. 

The Commodity Exchange Authority, through the cooperation of 
the Chicago Mercantile Exe ch ange, did do a commendable job through 
part of the fall of 1956 and early 1957. However, we might point out 
that, after the USDA’s report of onion holdings on hi ind as of Janu- 
ary 1 was released on January 18, 1957, prices moved up to a level 
on physical onions justified by supply and demand, the speculative 
“shorts” became panicky, rules were forgotten, and the Commodity 
Exchange Authority and even their own mercantile exchange could 
not hold this trading under control. 

On February 2 the National Onion Association released their report 
of onion holdings on hand as of February 1 which report did not 
reach the majority of its members until February !. This report 
compared very favorably with that of the USDA’s re port as of Janu- 
ary 1 after deducting shrinkage and shipments for month of January. 
Both reports showed there was less than a normal supply of onions on 
hand to supply normal consumption until Texas onions were avail 
able in volume. 
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[ wish to call your attention to the futures trading of onions prior to 
January 18 as compared to after that date, or after the USDA/’s report 
was released January 18. Records will show that the total of Novem- 
ber 1956 trades (which were opened on December 1, 1955) amounted 
to 14,212 cars; January 1957 trades were 20,618 cars; February, 7,768 

cars; March, 11,775 cars; for a grand total of all options of 54,373 
cars which is ¢ onsiderably less than those trades during a comparative 
period of the previous season. However, starting on January 18, 1957, 
through February 28, there were 197 cars traded on Januarys, 2,930 
cars on Februarys, 29,094 on Marchs, for a grand total of 32,221 cars 
in less than a 6-week period. In addition to this, between March 1 and 
292, the closing date on March options, there was a total of approxi- 
mately 5,000 cars more of March trades, making the total of March 
trades alone between Januar y 18 and March 22, approximately 35,000 
cars as compared to the total of 11,775 cars traded on Marchs prior 
to January 18, 1957; or nearly 3 times more Marchs traded in the 
2-month period than were traded during the several months prior to 
January 18. 

March futures made a high of $2.20 on February 4, and a low of 
85 cents on March 6. Marchs closed on February 4, at $2.20 and just 3 
days later on February 7, they hit a low of $1.59. In other words, 
prices declined on the board 81 cents in just a 3-day period. Price 
movements such as this cannot be justified by supply and demand 
factors and must be attributed to manipulated activity or to a wave of 
excessive speculation. Regardless, this board action caused the buying 
trade to practically stop buying and as a result we had a completely 
demoralized market or what we might call a panic. 

At that time many of the board members tried to place the blame of 
this drastic price decline on the report of onion holdings of the 
National Onion Association but as previously mentioned careful 
study of this report compared very favorably with the USD. \ report 
after deducting shrinkage and shipments for January. It is certain 
there was definitely nothing i in the supply situation to justify such a 
decline in board prices except that the “bears” became panicky and 
were able to get control and drive prices to ridiculously low levels 
after prices had worked themselves up to a level justified by supply 
and demand on February 4. 

It might be mentioned that members of the mercantile exchange 
acknowledged the effects that this futures trading had on the physical 

nion market from excerpts taken from a bulletin issued be one of 
their prominent members, bulletin No, 42 dated February 8, 1957, 
which reads as follows: 

The March option made a high of 2.20 and a low of 1.45 this week. Friday 
it closed at 1.45 showing a loss for the week of 62 points. The February option 
has only a very small commitment remaining. 

The cash markets are in a turmoil after the action of the board, Thursday 
and Friday. Up to the middle of the week the buyers and sellers were having 
difficulty getting together on prices. Now no one knows what to pay or what to 

ask, and it will probably take a few days for this condition to correct itself. 
Ni iturally there is much more of a tendency for the farmer to be willing to move 
supplies. 

From the above quotation taken from the bulletin written by a 
member of the Chicago Mercantile Exchange, it is an admission from 
them that this futures trading was responsible for the physical onion 
miurket being in a turmoil. Again I want to call your attention to 
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an excerpt taken from another bulletin, No. 48, dated March 22, issued 
by this same member of the Chicago Mercantile Exchange, which reads 
as follows: 

The March contract closed today at 1.60. This ended the 1956-57 trading 
season. * * * Cash markets are firm to higher on both Texas and old onions 
There is an organized effort to have future onion trading banned by congressional 
legislation. Our own opinion is that we offer a valuable service to our economy 
both to the farmer and buyer by hedging possibilities. In most instances the 
futures market expresses the daily feeling on approaching cash markets rather 
than such being controlled by a few large shippers. 

My reason for quoting this excerpt of March 22 is the fact that they 
admit that in most instances the futures market expresses the feeling 
of the daily cash market. This is exactly what happened starting 
February 5, 1957. 

It can be pointed out that March commitments were quite heavy on 
March 1, and they were able to drive prices down to a low of 85 cents 
on March 6. However, as further evidence to show that this drastic 
decline after February 4 was unjustified and not due to burdensome 
supplies of onions on hand, immediately following March 6 it was 
found that onions were not available for delivery on the board and 
prices were forced up from the low of 85 cents on March 6 to a high 
of $1.60 on March 22, being the time that March options closed, or a 
raise of 75 cents, there being 43 open commitments on that date which 
were cleaned up prior to March 31. 

In the period between February 5 and March 22, the growers of 
southwest Idaho and eastern Oregon suffered losses totaling approx! 
mately half a million dollars due to the unjustified decline of prices 
on physical onions due to the action of the board, regardless whether 
it was manipulation or excessive trading. The sharp advance on 
board prices and physical onions in a 2-week period between Janu- 
ary 18 and February 4 is evidence alone that both the Government 
report and the National Onion Association report were correct as to 
holdings as of January 1 and February 1, and had it not been for this 
heavy trading on the board by unscrupulous traders, prices would 
never have declined to such ridiculously low levels between February 

4 and March 6. 

Prior to March 1956, as pointed out in my testimony during the 
hearings in March and May 1956, the National Onion Association 
and many shippers and growers throughout the Nation had requested 
the exchange to make changes in their contracts in order that this un 
scrupulous trading and manipulation might be eliminated. It was 
not until after a widespread movement by ‘the National Onion Associ 
ation as well as by many growers and shippers of the Nation that the 
exchange made any changes whatsoever in their contracts. Certain 
changes were made early in March 1956, and this, along with the fact 
futures trading had only been under the supervision of the Commodity 
Exchange Authority since September 1955, in the opinion of most 
growers and members of the onion industry, was responsible for onion 
futures not being eliminated in the 84th Congress. 

I might point out that the Chicago Mercantile Exchange announced 
rec ently additional changes in their tr: ading rules and contracts 
whereby they have chs nged daily fluctuation limits from 50 to 35 
cents, and have also announced that November 1958 as will not 
be opened until May 1, 1958, instead of December 1, 1957. ‘These 
changes are without any doubt some more senha’ to confuse the 
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members of this committee and stave off the final execution or elimina- 
tion of this futures trading. 

I might mention, not in my testimony here, that apparently the 
exchange can rescind that ruling if they think it desirable about 
changing the opening of the November options. 

Prior to tr: uding of onions on the mercantile exchange, all shippers 
were able to sell many onions in sizable blocks—from 10 to as high as 
100 or more cars at harvest time at a definite price that would allow 
both growers and shipper to exist. However, the general buying 
trade, : since the trading on the board has grown so tremendously, have 
discontinued e arly seasonal buying entirely due to board prices being 
quoted on the futures market several months in advance. This buy- 
ing of the physical onions, except on hand-to-mouth basis, no longer 
omen: Where we used to sell 1 individual receiver 5 to 10 or more 

‘ars at a time; now they hold their purchases down to part carloads. 
te other words, as many as 3 to 6 buyers will order a pool car to be 
op between them. This fear and uncertainty complex has been 
building up, especially during the past few years due to the wide range 
in prices of onions traded on the board for delivery several months 
in advance. During the past few years, when a shipper tries to sell 
a car of onions to a receiver, the first question asked by the buyer is 
“What did the futures market do today ?’ 

The recent Summary and Conclusions report released by the CEA 
* ites that it does not appear that the hedging use of futures market 
has been of such character as to be of importance in the marketing 
of onions. This alone has been one of the big talking points used 
by the exchange for their existence. This report further states that 
it is clear that futures trading in onions has widened and accentuated 
price movements within a short time in a marketing season; that no 
evidence has been found which would justify the conclusion that the 
average season prices received by producers for cash onions have been 
materially affected by futures trading. In view of the catastrophe 
that happened after February 4, it is hard for the industry and the 
growers to arrive at such a conclusion, especially after the growers 
figure that they were caused to lose approximately half a million 
dollars in marketing their onions after that date. The growers in 
other onion-growing States likewise lost into the millions due to this 
catastrophe. 

Evidence presented before your committee in 1956, as well as the 
evidence presented today, will show that futures trading has plagued 
the onion industry since shortly after the beginning of this trading on 
the mercantile exchanges, and especially during the past 4 or 5 sea- 
sons. The very nature and size of the onion crop . a commodity 
makes manipulation inevitable and the only remedy for the evils of 
onion futures is the elimination of it from the futures board. Onions 
cannot in any way be compared with grain, cotton, eggs, and other 
commodities of much longer storage life due to their highly perishable 
nature. 

Onions are more susceptible than many other products in wide price 
movements or fluctuations due to adverse weather conditions such 
as prolonged rains, tornadoes, hurricanes, freezing, during the grow- 
ing season or the harvest season, as has h: appe ned in Texas during the 
early part of April when prolonged rains and storms stopped harvest- 
ing as long as a week or 10 days, causing sharp advances in onion 
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prices. Of course, Texas onions are not traded on the futures board. 
It is also a known fact that those who sell or hedge onions on the 
board do not intend to deliver. Likewise, those who buy on the 
board do not expect to deliver. So if this futures trading is to con- 
tinue, why not call a spade a spade and legalize it as straight gambling 
operations, which it actually has been and is at the present time. 

We earnestly urge your committee to act favorably on the 5 bills, 
now there are 6, now introduced in the House, by Representative 
Gracie Pfost from Idaho, Representative Gerald Ford from Michi- 
gan, Representative Robert Griffin from Michigan, Representative 
Ullman from Oregon, and Representative Cole from New York, and 
now another one was added by Representative Cederberg from Mich 

gan. In addition give you support to the two bills introduced i 
the Senate by Senators Neuberger and Potter. I am sure that your 
committee realizes that the legitim: ate onion growers and members of 
the industry are practically unanimous in favor of the elimination 
of this futures trading. The only ones being in favor of futures trad- 
ing are very much in the minority and are those growers 
who have been financed by members of the exchange in growing 
onions for hedging purposes only, and by those members of the mer 
cantile exchange. Why should the onion farmer, shipper, and the 
entire industry be forced to try to exist under this deplorable condi- 
tion which has been placed upon them by the mercantile exchange 
without their consent. They are simply asking that they be allowed 
to take the industry back into their own hands, run their business, 
and enjoy the right to free enterprise in the good old American way. 

Mr. Grant. Thank you. Is there anything else you would like to 
add? 

Mr. Burns. No, I do not think so, except that as pointed out there, 
this rule that they rescinded under March deal for next year, they 
rescinded that order and they could rescind the order and changing 
the opening date of the November futures or any other options. 

Mr. Grant. All right. Thank you very much for your contribu- 
tion. 

Congressman Ullman is here. Would you like to be heard at this 
time or would you rather wait until some more members of the com- 
mittee are here? Iam sure that others will arrive. 


STATEMENT OF HON. AL ULLMAN, A REPRESENTATIVE IN CON- 
GRESS FROM THE SECOND CONGRESSIONAL DISTRICT OF THE 
STATE OF OREGON 


Mr. Utiman. Well, Mr. Chairman, I realize how difficult it is in 
a busy schedule for Congressmen to get out for afternoon hearings, 
and I am not going to take up a great eal of time because I know 
you have a lot of witnesses who have come from long distances here 
to testify on behalf of this legislation. 

As an author of the bill I just want to say to the committee, 
I want to convey my very deep feelings concerning this legislation 
and the importance of it to protect the industry. 

I would like to file a statement with your permission, Mr. Chair 
man, for the record. May I do that? 

Mr. Grant. Yes, you may. No one is here to object except my 
self and I will not object. 
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Mr. Utitman. Well, Mr. Chairman, I certainly do appreciate that 
very much. I represent in my district a county which produces a 
great many onions, Malheur County, a very rich and prosperous agri- 
cultural region. It is also adjacent to the other region that is equally 
productive and also a large grower of onions. 

I would like to commend the gentlemen from my district, Mr. C. H. 
Burns—he is not from my district but from this area, Mr. Burns, 
from Nampa, Idaho, who just testified. He certainly ‘knows what 
he is talking about. from long years of experience with the Shippers 
Association, and Mr. Douglas McGinnis, of Weiser, Idaho, just across 
the Snake River from my district who is on the schedule to testify. 

Mr. Grant. He is next on -— list as a witness. 

Mr. Utiman. Fine, and he is representing the Southwest Onion 
Growers Association, and he certainly is a most qualified man. 

[ am very pleased, deeply pleased, however, to Se to you 
a gentleman from my district, Mr. Charles Joseph, of Ontario, who 
has been an onion grower in that area for the last 27 years, and that 
he puts into crops every year. He has been battling with this prob- 
lem for a long, long time as the official spokesman. He is a farmer 
and has over 200 acres of irrigated row-crop land that he puts into 
crops every year. 

He is the official spokesman from Malheur County for the Onion 
Growers Association, one of the real live-wire grower ‘prod icer 
groups in this country with over 200 members in Malheur County. 

With that I want to say I know that the committee will very care- 
fully weigh the testimony by these very competent gentlemen, and 
I certainly recommend their testimony to the committee, and I appre- 
ciate again the opportunity of appearing here. Thank you very 
much, 

Mr. Grant. Thank you, sir. 

Just. be seated, Mr. Joseph; make yourself at home. 

Mr. Josepn. Thank you. 


STATEMENT OF CHARLES JOSEPH, MALHEUR COUNTY ONION 
GROWERS ASSOCIATION, ONTARIO, OREG. 


Mr. Josepu. Mr. Chairman, members of the subcommittee, I want 
to thank the Congressman for introducing me. My name is Charles 
Joseph. My address is Wiser, Idaho, but I live in Malheur County, 
Oreg., and represent. today the ‘Malheur ( ‘ounty Onion Growers Asso- 
ciation, of which I am vice president. I am an onion producer, and 
grow each year about 20 acres of sweet Spanish onions. 

The Malheur Onion Association is interested in this matter of 
futures trading in onions. As evidence of the growers’ interest a 
home, let me say I am the third representative of our association to 
appear before all or part of this committee to say that we feel futures 
trading in onions should be stopped. Joe Seito testified for us a year 
ago in March when vour committee held hearings in Chicago. Clar- 
ence Lee represented us when you held hearings in Washington in 
Mav of last year. 

That’s a lot of travel, a lot of time lost, and a terrific amount of 
expense to an association of 200 members—we feel the cost is small 
in relation to our losses in selling onions on a market disrupted by 
futures trading. 
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I think our previous representatives have put into the record the 
effects that future trading has on our business and the specific reasons 
we feel it should be eliminated. May I go on from there to show 
why we think legislation to completely abolish futures in onions is 
necessary. 

We don’t believe that trading practices are going to be changed 
or regulated so that futures trading will not interfere with our mar- 
keting of onions. We have asked the Commodity Exchange Au- 
thority if they could prevent opening of an onion contract until 
after the time of planting summer onions, so that plantings just for 
speculation would not overload the market. They have told us they 
have no such authority. 

We have asked exchange members themselves if they could do this, 
and they have told us they wished to do anything they could to make 
their operations more acceptable to growers. In regard to postponing 
opening of a contract, however, that was up to the whole board of 
directors, sO no one person could promise anything. You could buy 
November onion futures this past winter and spring long before 
onion growers could being planting, so I guess our markets will have 
to absorb again some thousands of acres of onions grown only for 
trading material. 

We understand that for 1958 the exchange has written into its 
contract a later opening date. We assume the exchange will carry 
through on this, but we can’t be sure that onions will not be financed 
and planted for trading so long as trading can be done at all. And, 
of course, if the exchange wishes to change this back to its present 
status, no one has authority to prevent it. The only protection we as 
growers can have is for this trading to be prohibited entirely. 

The Commodity Exchange Authority has limited the number of 
contracts each trader can hold, but this past February the futures 
market fluctuated so widely our customers were afraid to buy onions, 
and the price to us dropped as drastically as it ever had before the 
limitations were imposed. It doesn’t look as though this regulation 
has accomplished much in terms of the final effect on the market. 

If regulation is to straighten out the effects of futures trading, and 
if these regulations must be put in one by one after each disaster, it 
seems to me that onion growers are going to suffer for a long period. 
We feel that much of this suffering would be eliminated if futures 
tre cinporne just be stopped. 

As long as onion futures trading serves no purpose for the pro- 
clucer, we can’t see where seg — be any reason not to prohibit 
the prac tice. And I note by the January-March report of the Com 
modity Exchange Authority that investigations of this agency show 
that use of futures in hedging is not of importance in the marketing 
of onions. 

This same CEA report says that the erratic price movements of last 
January and February could not be attributed to supply and demand 
factors, and must be attributed to a wave of excessive speculation. 
Can we be sure such waves of excessive speculation won't recur during 
every marketing season? And maybe throughout the whole season / 

Would any of you gentlemen be happy to have your business con- 
trolled by an outside influence oe ‘h as this influence of pure specula 
tion on the price of onions? I don’t think so. We are prepared to 
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deal with the price effects of supply and demand. We put a lot of 
study into planting trends and yield outlook every year to try and 
balance our plantings with what the market can use. And we still 
guess wrong a lot of the time. If we have to guess what a group of 
speculators are going to do, in addition to all the other factors, then 
ours is a mighty tough job. 

I’ve been talking about the attitude of onion growers to futures 
trading. We seek “advice on marketing from our onion dealers and 
shippers because they are our direct link with the markets, and the 
statement of one of these men will fit in here. Sterling Johnson, of 
Parma, Idaho, has marketed onions for many years, and has traded 
some in futures. His statement to me was “I used to feel the board 
increased interest in onions, and let people use their statistics and 
economic information to guide their decisions as to when to buy and 
sell—both on the board, and the physical onions. But now, after the 
last 3 years—and espec lally this last year—when there was no appar- 
ent reason for the $1.35 drop in futures within a short period, I think 
the ‘bulls’ are hiding because of the terrific loss they have taken. As 
a result traders must look for new bulls and if they are to be interested 
it must be at an attractive price. Hence lower prices on the board, 
and right on down to the producer.” 

We ask that this committee lend its consideration and weight to a 
favorable report on behalf of the abolition of futures, so that the 
onion producers may continue to be self-supporting and free from 
outside demoralizing sources. 

Mr. Grant. Thank you, Mr. Joseph. Do any committee members 
have any questions! (No response.) 

Mr. Grant. I would like to ask a om of questions myself. 

On page 2 of the statement, you ss ‘The Commodity Exchange 
Authority has limited the number of pothiss acts that each trader can 
hold.” Exactly what do you mean, the volume? 

Mr. JoserH. I mean the volume, I understand it is 300. 

Mr. Grant. Three hundred cars / 

Mr. Josernu. I believe so. 

Mr. Grant. That would be in any one period ? 

Mr. JosEpH. Any one period, yes. 

Mr. Grant. Is that buying and se ‘ling both ? 

Mr. JoserpH. Yes. 

Mr. Grant. What percentage of the onion production is planted 
for speculation? I ask that because you say in your statement: 

We understand that for 1958 the exchange has written into its contract a 
later opening date. We assume the exchange will carry through on this, but we 
can’t be sure that onions will not be financed and planted for trading as long as 
trading can be done at all. 

What volume of onions are financed for that purpose ? 

Mr. JosepH. Actually there is a very small percentage of onions 
that are actually traded on the board, but the effect of this is that it 
has an effect on all of the onions regardless as to whether they are 
on the board or not. 

We raise almost entirely spanish onions which are not traded on 
the board, but the board has its effect on the price of our onions al- 
though they are not actually traded. 

Mr. Grant. You are not saying that all of the onions traded 
the board are onions planted for that purpose ? 
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Mr. Josep. No. Not all the onions traded on the board are 
planted for that purpose. 

Mr. Grant. Some of them ? 

Mr. Joseru. A large percentage but not all of them. 

Mr. Grant. A large percentage. 

Mr. JoserH. Yes. I would not know what the percentage is, but 
I know it has increased tremendously in the last 3 or 4 years. 

Mr. Grant. Was that planted by brokers or traders, or by whom? 

Mr. Josrpu. By representatives of the board, agents. 

Mr. Grant. Of the board itself? 

Mr. Josern. Well, people who are connected with the board—no, 
not the board, but people who are playing on the board. 

Mr. Grant. Traders? 

Mr. Josepu. Traders. 

Mr. Grant. Thank you very much. 

Any other questions? 

(No response. ) 

Our next witness will be Douglas McGinnis, of Weiser, Idaho. 


STATEMENT OF DOUGLAS McGINNIS, OF WEISER, IDAHO, REPRE- 
SENTING THE SOUTHWEST IDAHO ONION GROWERS ASSOCIA- 


TION 


Mr. McGinnis. Honorable Chairman and members of the commit- 
tee, I am Douglas Mc agra of Weiser, Idaho. I grow from 20 to 
30 acres of onions each year. The 180 members of the Southwest 
Idaho Onion Growers Keeochaiinn have asked me to appear before 
you as their representative and to tell you, in our own words, that we 
would like to grow and market our onions without having the price 
regulated and set by a group of gamblers and speculators on the 
futures board. 

I appeared before your committee in Chicago on March 24 and in 
Washington, D. C., on May 17, 1956. My testimony is part of the 
official record. 

After these hearings, the Agriculture Subcommittee asked that the 
Commodity Exchange Authority be allowed 1 year to try and elimi- 
nate the evils of futures trading by regulations. During the early 
winter months of 1956 and 1957 it seemed the restrictions were help- 
ing; as physical onions were gradually moving up in price, justified 
by supply and demand. The brokers were eager to buy and the price 
was good, the trade was taking all onions as they were shipped. It 
looked like a good onion storage season, as there were no burdensome 

supplies on hand. Then along came January 18 through early F ‘eb- 

ruary with the exchange spec wlators and gamblers pus shing the prices 
up to $2.20 on March futures, then the bottom fell out and March 
futures dropped in a few weeks to 85 cents. I would like to quote 
from the Commodity Exchange Authority, March report on specula- 
tion in onion futures: 


Price movements such as this cannot be justified by supply and demand factors 
and must be attributed either to manipulative activity or, as appears to be 
the case in this instance, to a wave of excessive speculation. 

How did this affect our cash market? It was in a turmoil; you just 
couldn’t sell onions and when they did buy it was at a much lower 
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figure each day than the day before. At the time of this break, the 
onion growers of Idaho and eastern Oregon had approxim: itely 600 
cars of onions on hand, with the price dec Tine of around $900 per car, 
this caused a loss of conservatively a half million dollars to the growers 
in our valley. 

Gentlemen, take the half million dollar loss in our locality and 
multiply it by all the other sections who grow onions and you have 
one of the causes for the 2 percent drop in farm income during Febru- 
ary that the USDA reported. Such losses as this, not only atfect the 
onion grower, but the banker, machinery dealer, merchants, and so 
forth. A gre: at portion of this loss would have been used to pay debts 
instead of creating them. 

We onion growers feel this loss was definitely caused by the wide- 
spread speculation on the futures. On February 7, they traded 3,323 
cars and none of the people trading these onions ever expected to take 
delivery of an onion; all they w anted to do was make an e: isy dollar; 
usually at our expense. 

It was definitely shown that the drop in cash market for onions was 
unjustified, as we did not have too many onions on hand, the storage 
deal could have cleaned up in late February or early March and this 
would have left a good clean market for the spring and early summer 
crop. 

Another big factor in the onion industry is the overproduction, 
caused by hedging, contracting and financing by mercantile members. 
I will repeat a line from a C hicago mercantile member’s bulletin of 
April 23, 1957: “Pushing futures too high too early easily makes for 
additional planting.” 

The majority of hedgers that sell don’t intend to deliver the physical 
onions. The futures board claims hedging is the only thing for an 
onion grower but statistics show that comparatively few growers 
actually use the board for hedging. 

The growers who are financed by mercantile members, either con- 
tract an acreage and then plant some more to gamble on, thereby caus- 
ing a surplus, or they are what we call profession: al growers who grow 
large acreages for hedging purposes. We all know the board never 
consumes an onion but it continues to contribute to the surplus by 
financing those growers who would never grow an onion except for 
trading purposes. 

The last few years, the board has been setting the market in many 
instances. .A grower can call his shipper or packer early in the morn- 
ing : and ask what he can give for a car of onions, his stock answer is, 

“TI can’t tell you, 1 don’t know what the board did this morning,” and 
so on down to the wholesaler. He just buys from day to day and in 
many instances splits a car of onions 2 or 3 ways with his friends 
so as not to take any chances of the board doing what it did in 
February. 

From the previous hearings in Chicago and Washington last year, 
it has been clearly shown that the legitimate onion grower does not 
want the futures market. I believe the records will show that 95 to 
98 percent of the growers and shippers who have testified at these 
hearings are for eliminating the tr ne of onions on the futures 
market. The very size and nature of the onion crop and being of a 
perishable nature, with limited storability, does not make it suited to 
trading like the staple crops of wheat, corn, cotton, and so forth. 
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The CEA report of March 1957 states in paragraph 7 of the 
summary : 

It does not appear that the hedging use of the futures market has been of 
such character as to be of importance in the marketing of onions— 
thereby showing that the average onion grower does not use the 
Board. 

In conclusion, I would like to read you the last paragraph of a 
letter written to Mr. C. H. Burns on March 27, 1957, by Mr. Earl L. 
Butz, Assistant Secretary to Secretary Benson: 

You may be sure that the subcommittee will have the full cooperation of this 
Department and that our primary interest is the betterment of conditions for 
the people who actually grow the onions. 

Let me repeat this last part “that our primary interest is the better- 
ment of conditions for the people who actually grow the onions.” 
Gentlemen, if this be the case, we oniongrowers from every State in 
the Union that produces onions, ask that } your recommendation be for 
the passage of the following bills now introduced in Congress by 
Representative Gracie Pfost, H. R. 376; Representative Ger: ald Ford, 
H. R. 1933; Representative Robert Griffin, H. R. 1935; Representative 
Al Ullman, H. R. 1318; and Senator R. L. Neuberger, S. 788, and 
Senator Charles E. Potter, S. 1514. All of these bills we understand 
are now in the hands of the House Agriculture Committee for their 
recommendations. Passage of any one of these bills, of course, will 
do the job; but we urge the support of all of them. 

I and the onion growers of southwestern Idaho wish to thank you 
and your committee for the opportunity of appearing before you 
today. 

Mr. Hagen. (temporarily presiding). Thank you very much. Do 
any members have any questions ? 

Mrs. Knurson. Yes. How many years have you folks had trading, 
how long have you had trading? How many years has that been 
going on 4 

Mr. McGinnis. The last 4 or 5 years trading has increased to 
larger proportions, causing a widespread fluctuation in prices. The 
Board has been in existence 12 to 15 years but not too much activity 
in the first few years of it. 

Mrs. Knutson. And your people are in accord with abolishing it 
altogether ? 

Mr. McGinnis. 100 percent. 

Mrs. Knutson. Thank you. 

Mr. Hacen. Mr. McIntire? 

Mr. McIntire. Thank you. Mr. Witness, your statement indicates 
that you have 180 members in the southwest Idaho Onion Growers 
Association. I would like to ask you: 

What is the usual method by which those growers finance their 
onion crops ¢ 

Mr. McGinnis. In general, the financing, with the exception of 
some of the contract, through loca] brokers, is by financing through 
the banks and the PCA and the Farmers’ Home Administration. 

Mr. McIntire. And that is the way it is financed usually, that is the 
usual cash finance proposition / 


Mr. McGinnis. Yes. 
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Mr. McIntire. What would be the average production in acres of 
these growers? I notice that you say in your statement that you have 
between 20 to 30 acres of tobacco, “but could you tell us what it is 
across the board, about how much acreage there is in onions on the 
average ? 

Mr. McGixnis. Mr. McIntire, I would say that probably the average 
acreage production for the farmers would be somewhere between 15 
and 20 acres. 

Mr. McIntire. Or about 2,000 acres? 

Mr. McGinnis. Somewhere in that neighborhood. 

Mr. Mcintire. For the members of the association, about 2,000 
acres. 

Mr. McGinnis. Yes; or possibly a little more. 

Mr. McIntire. And how much of that production is already 
planted—have you already set your onions? 

Mr. McGinnis. Planted them ? 

Mr. McIntire. Yes; have you already planted them ? 

Mr. McGinnis. Yes. 

Mr. McIniirre. How much of the acreage currently in production 
would you consider is under contract which would come within the 
Ci ategory of hedge contracts ? 

Mr. McGunnis. That would be very hard to say, Mr. McIntire. The 
district that I represent covers approximately in length 160 miles or 
180 miles, quite a large district. 

Mr. McIntire. Yes. 

Mr. McGinnis. I know that in our own district that from my own 
personal observation, talking to the different growers, that there are 
quite a number of them, and I do not know exactly the percentage, 
who would have planted considerably smaller acreages had they not 
contracted some of it out. I could not say, could not give you the 
figure exactly. 

Mr. McInvire. Is there any estimate on the acres this year? 

Mr. McGinnis. Not yet. 

Mr. McInrire. Well, assuming that 3,000 is the overall average 
acreage, would you think that the 1957 planting is above or below ? 

Mr. McGinnis. I would say it was possibly just a little above, or 

right—well, just approximately normal, not too much difference. 

Mr. McIntire, 1 was interested in the position you take or your 
observation as to the area—an area you are very familiar with—with 
regard to how much increase, if there were any, could be reasonably 
attributed to the contracting method of financing. Could you tell us 
that? 

Mr. McGinnis. That would be very hard to say, Mr. McIntire, 
because this contracting has been going on for the past 4 or 5 years. 

Mr. McInrime. Well, would you say that contract financing ac- 
counts for 10 or 15 percent of the total acreage ? 

Mr. McGinnis. I would estimate somewhere in that neighborhood, 
somewhere between 10—possibly 20 percent. 

Mr. McIntire. Are you of the opinion that figure is gradually in- 
creasing or remaining about stable ? 

Mr. McGuinnis. I think in the last few years it has gradually in- 
creased, 

Mr. McIntire. Gradually increased ? 

Mr. McGinnis. Yes. 
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Mr. McIntire. And it would be your observation that where that 
type of financing is obtained, the tendency on the part of the pro- 
clucer who goes into that kind of financing is to plant a larger acreage 
than otherwise ? 

Mr. McGinnis. Definitely; I know that quite a number of the indi- 
vidual farmers that raise 20 to 25 acres of onions now because they 
financed it that way who, if they had to finance it by borrowing from 
the bank, would only raise 10 or 12 acres. I know that definitely. 

Mr. McInrmr. W ell, then, you do have these instances where a 
man does that—and I understand it is a voluntary deal, as far as he 
is concerned, nobody forces him into it, but if he elects to finance 
his crop that way, how much do you estimate he increases his acre- 
age because of that financing? Would you say it is 50 percent as the 
increase in acreage on the average ? 

Mr. McGinnis. I think on the average that those who finance it 
that way would increase it from 40 percent to 50 percent. 

Mr. McIntire. Why does he elect to do it that way ? 

Mr. McGinnis. Well, after you get beat over the head 3 or 4 or 5 
vears straight, you try to protect yourself in the best way you possibly 
can. 

Mr. McInrire. Would you venture to say that, from your observa- 
tion, the majority of those folks—in the majority of those instances, 
where those farmers have gone into that kind of finance—have done 
so because they have less access, shall we put it, to the normal sources 
of credit ? 

Mr. McGinnis. I do not think that they could get financed on these 
large acres of onions because it costs a considerable amount to raise 
and harvest the crop. 

Mr. McIntire. Well, what I had in mind was whether or not, in 
most of these instances where this person has financed his production 
in that way by using the hedging contract, the individual grower who 
uses that type of financing does so because it is about the only oppor 
tunity he has to continue to be an operator. Or could these hedgers 
go to the bank, the PCA, the Farmers’ Home Administration, the 
local merchants, and so on and deal with them on a credit basis and 
finance a normal acreage? Or is it because the hedger just elects to 
do it this way to finance his increased acreage? Or is it because he 
has exhausted his other credit resources and is using this as a way 
of keeping on farming and not quitting which, apparently, is an inher- 
ent desire on the part of most farmers ¢ 

Mr. McGinnis. I think not in our area. I think the majority of 
the farmers in our area could finance a reasonable acreage through the 
banks, or the PCA, or the Farmers’ Home Administration. 

Mr. McIntire, And would it be your opinion that the majority of 
those who contract could finance a reasonable acreage ¢ 

Mr. McGrynis. They could finance a reasonable acreage but could 
not finance an increased acreage, and so, they finance through contract, 
usually at $1 per hundredweight which we figure is just a little above 
the cost of production, they finance and hope to get a good crop, and 
they figure that will carry them through on the other acreage, if they 
have a bad year. You see, our type of hedging is entirely different. 
You speak of hedging. We cannot hedge our onions on the merean- 
tile exchange. 
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Mr. McIntime. No; you have to buy or sell somebody else’s onions, 
not your own. 

Mr. McGinnis. Ours are the sweet Spanish variety. 

Mr. McIntire. Sir, what you are making is, in essence, a hedge on 
a commodity you do not have. 

Mr. McGinnis. That is right. 

Mr. McIntire. And because you cannot use your own. 

Mr. McGinnis. That is right. 

Mr. McIntire. And most of those contracts are written at a value 
which is slightly above your own current cost of production ? 

Mr. McGinnis. Slightly above, yes—well, Mr. McIntire, depending 
on the amount of crop. If you happen to have a tre mendously big 
crop, you can make a little money on it, and if you have a poor crop 
you don’t make much. 

Mr. McIntire. One final question. Would you say that by increas- 
ing the onion acreage that perhaps you might attain more efficiency 
and less cost in producing that crop on account of the increased 
acreage ¢ 

Mr. McGinnis. I think not. 

Mr. McIntire. Thank you. 

Mr. Hagen. I have a question. Is it the practice of growers that 
hedge never or seldom to deliver physical onions and if they do not, 
how do they perform their contract / 

Mr. McGinnis. Congressman, that is something about this mer- 

cantile exchange that I have never quite figured out, myself. I have 

talke <l to quite a number of the gentlemen that play the board and it 
has been explained to me that when they sell they never intended to 
deliver. 

Mr. Hagen, What do they do; make cash payments to the buyer on 
their contr: act if the price moves adversely, much like a stock seller 
dealing in margins? 

Mr. McGinnis. I think, pick up their paper. 

Mr. Hacen. And take a loss? 

Mr. McGinnis. If that is necessary. 

Mr. Hacen. Thank you. I believe that is all the questions there 
are. It is our pleasure to hear from our honored colleague, Con- 
gresswoman Pfost of Idaho. 


STATEMENT OF HON. GRACIE PFOST, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF IDAHO 





~ 


Mrs. Prost. Mr. Chairman and members of the subcommittee, ] 
wish to express my sincere thanks for being allowed to appear here 
today. Since I have given my views on this legislation in the past, 
I promise you I will m: ake this appearance very brief. 

Before I tell you why I am sponsoring this bill, (H. R. 376), J 
want to express my appreciation to you for the courtesy you have 
extended to the two gentlemen from my congressional district who 
testified in behalf of this legislation last session and again this week: 
Mr. Charles Burns, of Nampa, who represents the Idaho Grower-Ship- 
per Association, and Mr. Douglas McGinnis, of Weiser, who repre- 
sents the Southwest Idaho Onion Growers Association. They were 
accompanied to Washington by Mr. Charles Joseph, of Ontario, Oreg., 


who represents the Malheur County Onion Growers Association. 
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Idaho and Malheur County together constitute the third largest late 
onion growing area of the country. 

Mr. Chairman and members of the committee, I sincerely hope this 
is the last time these gentlemen, or representatives of their or ganiza- 
tions, will have to make the long and expensive cross-country trip 
to W ‘ashington to testify in behalf of a bill to prohibit the tri ading of 
onion futures in commodity exchanges. There is ample evidence now 
on the record that this bill should be reported by this subcommittee 
and passed by the House without further delay. 

Last session when we pled for this legislation to end the distress 
in the onion industry, the Department of Agriculture asked that no 
action be taken until the mereantile exc hange could be given time to 
experiment under the stopgap measure passed the year before—in 
the first session of the 84th Congress. The inadequacy of this correc- 
tive measure was dramatically demonstrated in Februar y of this year 
when a wild decline of 70 cents per bag in the March contract oc- 
curred—causing serious dislocations in the onion industry. 

The long and short of it is, Mr. Chairman, “we onions are not a 
suitable commodity for futures trading. They a comparatively 
small crop, as you all know, and they are highly sat iahable. Futures 
trading makes it impossible for the growers and shippers to regulate 
either the production or marketing of onions. The average grower 
is unable to finance the sale of his crop to the futures board, and un- 
able to afford the financial risk involved. Asa result his livelihood is 
seriously threatened by a practice that contributes nothing to the onion 
industry but an opportunity to gamble. 

Let me point out that the growers and shippers do not necessarily 
consider speculation in physic al onions undesirable. The trouble 
arises when a highly perishable product like onions is manipulated 
on paper—r egardless of supply or demand. 

I do not purport to be an expert on futures trading. I am cogni- 
zant of the fact, however, that futures trading in storable, nonperish- 
able commodities may have certain advantages. But by no stretch 
of the imagination is this true of perishable commodities. 

In allowing trading in onion futures, we are condoning a practice 
which serves no beneficial purpose, and yet bleeds the onion industry 
of millions of dollars each year. I am sure there is not a member of 
this committee who would not agree with me that all agricultural 
products should be marketed in an orderly way so that the farmer 
producing them, and the shipper tr ansporting them, get the maxi- 
‘tena net income. We are not giving the onion farmer this kind of a 
break, 

Mr. Chairman, the onion industry is back of the legislation before 
us almost toa man. The industry is convinced that futures tr: ading 
is the cause of their distress, and ‘that abolishing such trading is the 
only remedy. Trading in onion futures is making the speculators 
rich at the expense of the men who have done all of the work—the 
growers and shippers. 

Onion growers and shippers are not seeking a subsidy or any other 
kind of Government relief but are simply asking to be allowed to 
control their own product. They are requesting ‘that they be freed 
from the menace of onion futures trading which has been forced upon 
them without their consent. They want to be able to operate under 
the law of supply and demand, rather than under the feverish ma- 
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nipulations of speculators on a mercantile exchange hundreds of miles 
across the country from them. 

I don’t think this is an unreasonable request. I think it is merito- 
rious and an honorable one. I hope this subcommittee will agree with 
me—and favorably report H. R. 376 so it may be considered this 
session. 

Again, I want to thank the committee for the opportunity of testi- 
fying on this very important legislation. 

Mr. Hacen. Thank you for a splendid statement. 

Our next witness is Mr. William Blocker. 





STATEMENT OF WILLIAM BLOCKER, REPRESENTING THE SOUTH- 
ERN MINNESOTA VEGETABLE GROWERS ASSOCIATION AND THE 
HOLLANDALE MARKETING ASSOCIATION OF HOLLANDALE, MINN. 


Mr. Buiocxer. Mr. Chairman, and other members of this com- 
mittee, my name is William Bloc ker. I am a grower of Minnesota 
onions and represent the Southern Minnesota V egetable Growers As- 
sociation. I am a director of and also represent the Hollandale Mar- 
keting Association of Hollandale, Minn. 

There are more than 75 onion growers in all of southern Minnesota. 
During the last 4 years at least 28 farmers have been forced out of 
the onion growing. 

Of the 75 farmers now growing onions, a careful check in southern 
Minnesota shows that only 4 farmers are for the continuance of trad- 
ing of onion futures on the Chicago Mercantile Exchange. Or 71 of 

75 farmers are opposed to future trading of onions because of the 
evils it creates. 

I have grown onions for 29 years. The last 4 years has been the 
first time that we have had loss results that many years in succession. 
Tried using the board as a hedge a few times when I knew I had a 
crop but did not gain as against not having a hedge, the cash market 
developed into being as good or better. Also had the worry about 
whether the onions would make delivery complying with the various 
new exchange regulations. 

I, like many other farmers, disposed of the last of my onions during 
the last of February. I merchandised my onions regularly from the 
first of the year on. However, I was forced to sell the last of my 
onions the latter part of February because the Chicago onion futures 
were low, down to 85-cent basis Chicago, that it seemed impossible 
to sell them. Two weeks later when the onion farmers had sold their 
crop the board price jumped 75 cents per bag or $450 per car. 

It seems with the futures trading the board, if it is high—it is high 
in the summer when we don’t have a crop to sell or high late in the 
spring after our creditors have insisted we pay them—in other words 
at neither time is a small grower able to take advantage of profitable 
prices. 

There was a time during the summer of 1956 that the board was as 
high as $2 per bag delivered Chicago. However my crop at the time 
the board was this high the size of my onions was only about half 
the required size required for delivery on the board. July and the 
first half of August is a bad time for hail. Also a few years ago a 
neighbor of mine sold 10 cars ahead on 60 acres that he planted. Hail 
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hit the area and especially his field. He lost more than $10,000 be- 

vause of this advance sale of onions that he contracted because his 
crop was of such poor quality. It is therefore impossible for a 
crower of 10 to 40 acres of onions—which is the average size in the 
late States to take and chance and hedge his crop. Also most of us 
have whatever money we have or were : ‘able to borrow tied up in our 
crops that we are out of money and it is hard for us to raise the money 
to put up the margin for the futures sale. 

I borrowed money the last 3 years from the FHA in southern 
Minnesota. I understand that neither the FHA nor the PCA would 
loan money to farmers for hedging. In other words neither of these 
Government agencies thought that this would be good business— 
even in an attempt to protect their loans to those of us farming 
onions. The local bank will not loan money to onion farmers for 
hedging. 

Also, “thinking as a director of the Hollandale Marketing Associa- 
tion, the futures trading of onions on the board has ruined our mer- 
chandising. The private brand of the Hollandale Marketing Asso- 
ciation, the Windmill brand, at times is delivered to Chicago for board 
delivery. Later when our manager tries to sell our onions in the 
Windmill brand, the customer complains that he can buy the same 
brand at a much cheaper price. The second car had been delivered 
to the board then put in cold storage—later taken out with poor 
appearance. This carlot of onions packed 6 weeks previously was 
competing with our fresh pack. 

There has been an increase in the acreage and production of onions 
in the United States because of Chicago operators financing large 
acreages and advancing money so that the farmer can raise 200 acres 
where he previously only raised 20 acres or in some cases the farmer 
never raised onions before. ‘Then these big farmers grade and load 
20 to 50 cars of onions stall them on their big farm tracks and deliver 
them to Chicago in 1 day. This depresses the prices and upsets any 
possible mere handising plan for either the farmer or the jobber. The 
big operators are involved in so many deals and can raise the onions 
cheaper per bag that it is forcing many of our family-sized farmers 
out of onion growing. This isa bad condition in many ways. Mainly 
because it is a miserable condition for anyone to lose a lot of money 
and not be able to support their family in the only means they know 
how. Possibly also to lose everything they have saved over a period 
of years. Another thing if we could not borrow the money to keep 
going, we would lose the benefit of our investments in specialized onion 
machiner y, warehouses, and trucks. 

The onion farmers in southern Minnesota had some hope that the 
bad extreme fluctuations would be controlled when the mercantile 
exchange came under the supervision of the CEA. We thought then 
with the policing of this trading that short sales would be “limited. 
Also the fact that the mercantile exchange limited the sort. sales in the 

various options, however hedge sales are unlimited. After 2 years 
it appears that where they used to have short spenettarys manipula- 
tions of the market we now have hedge speculators, giving the same 
bad results. If this evil practice continues it can become more vicious 
than ever before by threatening heavy deliveries, this is common 
knowledge to the trade. It seems that each time the exchange writes 
a new rule the manipulators figure out a new and different way to 
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outmaneuver the deal, creating still more disastrous results for the 
individual onion farmer. 

Mr. Grant. Thank you very much. 

Are there any questions by members of the committee? 

( No response. ) 

Mr. McIntme? 

Mr. McIntire. Yes; one question. 

I would rather draw from your statement, Mr. Blocker, that the pre- 

vailing thought on the part of some of your growers would be that 
when ‘they sold on the board at cost that they had an obligation for 
delivery of No. 1 onions. Is that the general thought of your r growers ! 

Mr. Broc KER. Well, if you mean if you hedge you had to deliver 
No. 1, that is so. And, of course, if they go lower than you hedge, 
you can buy them back and get out of your hedge, but if they go 
higher than your hedge, and you had to deliver them and when the 
time comes you had a disaster and did not have the No. 1—that is why 
the small growers do not attempt to hedge. 

Mr. McIntire. Yes; but if you waited—— 

Mr. Buiocxer. If you had the No. 1 onions, of course, you would not 
be in trouble. The only thing is if it went higher, you lose that, but 
if you did not have the onions, you had to put up the money—— 

Mr. McIntire. But, is it your opinion that the thought of the 
grower in hedging is that they are actually selling a car of onions 
which is deliverable, that it is an obligation to them to deliver a 
carlot / 

Mr. Brockxer. Yes; and of course the board maintains if we can 
use it as a hedge, we can at least protect our investment. But, as I 
said, for the small grower that looks nice on paper, but if you have 
a disaster and you ‘do not have them to deliver, then he has to put 
up more money because he does not have the onions. 

Mr. McIntire. If the price goes up ? 

Mr. Brocxer. If the price goes up. 

Mr. McIntire. And if it goes down ? 

Mr. Brocker. He can buy them when down. 

Mr. McIntire. He can buy back the onions he doesn’t have at a 
reasonable price / 

Mr. brocker. Yes. 

Mr. McIntire. Thank you. 

Mr. Grant. Any other questions by members of the committee? 

Mrs. Knutson. One question. You do not have to answer this 
because it might be personal, but these farmers that were for con- 
tinuing the futures trade, do you have an idea or would you think 
that they were getting some help from the Chicago Mercantile Ex- 
change ¢ 

Mr. Brocker. [ could not say that. I know one that is an operator 
of 40 or 50 acres and he has done well by hedging every year but, of 
course, he has always had the money to back him if things went 
wrong. 

Mrs. Knutson. Has he increased his acreage over a period 
years ¢ 

Mr. Biocker. No; he raises 40 or 50 acres every year. 

Mrs. Knutson. Thank you. 
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Mr. Grant. If there are no other questions, we thank you very 
much for your statement. 
Our next witness is Mr. Austin E. Anson, of Harlingen, Tex. 


STATEMENT OF AUSTIN E. ANSON, EXECUTIVE MANAGER OF THE 
TEXAS CITRUS AND VEGETABLE GROWERS AND SHIPPERS 


Mr. Anson. Mr. Chairman and members of the committee, my 
name is Austin E. Anson. I am executive manager of the Texas 
Citrus and Vegetable Growers and Shippers, 306 East Jackson Street, 
Harlingen, Tex. 

Our organization represents the major portion of all onions pro- 
duced in the State of Texas. 

These onions are produced from the Coastal Bend to the Panhan- 
dle, in all parts of the Rio Grande Valley, the Winter Garden, and 
central Texas, and are shipped during the months of March, April, 
May, June, and July. 

I am appearing here today in support of H. R. 376, H. R. 1935, 
H. R. 1933, and Senate bill 778. 

The widespread interest by Congress in behalf of the onion indus- 
try in presenting these many pieces of legislation indicates that we 
must have a just cause and it was high time something was done about 
it. 

We appeared before this committee last year on the King bill, and 
we must assure the committee that our opinions have not changed 
one iota since that time. We only regret that we had to experience 
another onion season without the relief that we were asking for. 

Last year you questioned me as to why Texas was so determined to 
have onions eliminated from the board since Texas onions were never 
quoted on the board. 

Irrespective of the fact that we do not have our onions on the board 
and never intend to, our crop is vitally affected by any influence that 
radiates from the trading on the merchantile exchange. 

Ours is a highly perishable product that is shipped in the semigreen 
stage and has only short storage life. It is rarely, if ever, stored. 
Our onions are the mild spring onions that are termed a “salad onion” 
the United States over. Consequently, if we can be freed from this 
influencing board factor that always seems to arise as a cloud on our 
marketing horizon each year, we should always be able to have orderly 
marketing of our onions. 

Until 15 years ago, supply and demand were the ruling factors in 
marketing onions. Then the board took over, and we must say that 
it took several years for the gamblers to take over our onion business. 
But once they had a taste of how they could so easily manipulate onion 
futures as to develop the tactics that are so well known to those that 
play this board. 

Mr. Chairman, it is like fishing and there is one thing, you know, 
about fishing. You must bait the hook to catch fish. Apparently the 
hook was not baited for a few years and then it began to be baited and 
they caught fish—and we were the fish, that is, the onion growers of the 
United States. 





It was only a short time until the smart boys who had never owned 
an onion in their life, in fact to this day many of them even though 
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they have traded heavily in onions, have never actually had a car of 
onions in their possession. 

The record will show that we testified last year that exchange figures 
indicated that 147,000 cars of onions were traded on the board. Ac- 
tually, 2,370 cars of onions in package with bills of lading were all 
that the record showed of actual edible onions that were handled. The 
rest were paper onions. 

I say paper onions, for if all the onions in the country had been 
traded over the board, all kinds, grades, qualities, and types, you would 
not have been able to have found from all onion-producing States put 
together, less than one-third of this amount of onions were produced 
and shipped for the season. This, in itself, should be enough to ques- 
tion the USDA’s statement that there was not manipulation. 

We were informed that the committee was favorable to more in- 
vestigation by the United States Department of Agriculture. Now, 
let’s see what the CEA reported to this committee in reference to their 
findings on the mercantile exchange. 

No. 1: They say no evidence of manipulation was found. 

We are not at all surprised that they had to make this report be- 
‘ause it would take some pretty sharp eyes, sharper I think than we 
have in our investigators, no matter how good they were, to determine 
the goings-on behind the scenes on the handling of onions. 

No. 2: They report excessive speculation caused much wider price 
swings than could be justified by supply and demand. 

Now, let’s see what these two statements add up to. Mr. Webster, 
in his dictionary, says that manipulation is “skillful or dexterous 
management, sometimes a management or treatment for the purpose 
of fraud.” It says speculation is— 
the act of speculating as by engaging in business out of the ordinary or by deal- 
ing with a view to making a profit from conjectural fluctuations in the price 
rather from the earnings of the ordinary profit of the trade or by entering into 
a business venture involving risks for chance for an unusually large gain or 
profit. 

Accepting the fact that the USDA could not find any trace of 
manipulation, well and good. Let’s just admit that they are too fast 
for us, and please permit us to withdraw from the game. 

Surely there would be nothing wrong with a man when he is sitting 
in a poker game and finds that he is dealing with a group of sharpies 
that can manipulate the cards so fast that he can’t hope to cope with 
their ability, if he wants to get out, even in the rankest poker game, 
there isn’t anything that says you have to stay in. That is all we are 
asking you to permit us to do. 

True, there are speculations and even in this card game we referred 
to, the manipulators undoubtedly would deal us a good hand to bait 
us on; probably permit us to win a time or two to raise our ego, and 
then the same manipulators will cut us down to size by dealing us 
tens, and themselves aces when it comes to the final payoff. That has 
been the experience of the industry for the past 15 years. We don’t 
like it. We don’t want it. All we are asking is, please deal us out. 

Before making a final decision as to the legislation, Mr. Congress- 
men, you have had 15 months now for the inquiry to be completed and 
the facts to be placed in your hands. Whether you know any more 
about it now than you did before remains to be seen as your action on 
this legislation will determine if the wishes of the farmer who pro- 
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duces this crop are to be considered or if Congress will insist that this 
farmer continue under this handicap. 

What the board does, how they do it, and who they do it to in this 
matter of onions is something we have experienced for 15 years, not 
15 months, and we are well aware of the damage done to our industry 
and we have tried to relate it to you in the previous hearing and we 
believe you heard enough tales of woe from enough growers that it 
should have registered most forcibly that something must be done. 

We are not at all interested in any program to improve the merean- 
tile exchange for onions. We are only interested in removing onions 
from the mercantile exchange and letting the onion industry run its 
own business. 

The producer of onions has enough speculation confronting him 
each year without adding the hazard of the board, as he must first 
speculate as to whether he has good seed or not; he then speculates on 
the weather; he must speculate as to whether or not he gets a good job 
of planting accomplished; he must speculate on what kind of fer- 
tilizers to use to derive the most benefit and what is the best insecticide 
and fungicide to use to keep his crop clean, and one that will develop 
sufficient tonnage to warrant his efforts. 

After all of these things are accomplished and the weather has 
blessed him with a good crop he must then speculate on what type of 
market he will find. 

That is enough speculation for any grower of his own making. 

He is permitted to do his own thinking and his own marketing with- 
out being hampered by the shadow of some estimated prospects put 
out by swivel-chair experts that know absolutely nothing whatsoever 
about the onion production of the United States, and then he will do 
a much better job of marketing. In fact, he always did if the rule of 
supply and demand prevails. 

We know that we moved our first 7,000 cars of onions last year and 
showed only red ink until we got out from under the influence of the 
onions that were held back in storage by the board manipulation and 
the flooded market that was caused again by the manipulation of the 
board, the crop did not bring back to our growers any returns for their 
efforts. 

This terrific loss caused a shrinkage of 11,000 acres in the valley 
and 13,000 acres in the Coastal Bend territory this year as our grow- 
ers could not take another chance on another 1956. Surely our grow- 
ers are entitled to protection against this board menace. 

History and statistics show that the board influence carries over for 
at least 6 weeks after trading is discontinued, and depresses the Texas 
early market until the first of May. 

This year a prolonged drought during planting season cut our acre- 
age to about 50 percent of normal. Drought alone kept some of the 
eager beavers from planting heavier than they would have planted. 
Even then we were affected by the February manipulation of the board 
and a depressed market condition that almost wrecked us again. 

As long as onions are allowed to remain on the mercantile exchange 
you will alw: ays have two groups of growers that will be vitally influ- 
enced by the board’s reports on future onions. 

The winter onion grower and storage onion man normally figures to 
move his onions in a limited time : and mov ing them out in an ‘orderly 
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manner. He is taken in by these fabulous future prices that appear on 
the board for later deliver ies and decides to hold his onions until later. 

Our onion producer in south Texas who is generally planting his 
onions about the time that these futures releases are made on Novem- 
ber, December, and January onions reaches out and plants a few more 
acres th: an he normally would plant as he, too, thought that conditions 
were going to be just a little bit better than ordinary. 

Then what happens? The storage onions are held and movement 
delayed until they come on the m: arket at just about the time that the 
Texas early onions begin to move. We then have a repetition of the 
1956 season where the storage onions, not only in the northern grown 
onion, but the Middle West and northwestern onions too are coming 
out of storage later than normal; conditions are not good, markets 
are affected by poor arrivals. 

Consequently, our Texas onions, which normally would have a more 
or less free market at that time of the year, bump into glutted markets 
all over the United States and heavy supply. Our grower, of course, 
does not help the situation with his additional acreage. Consequently, 
it generally takes fully a month to 45 days to clear up this situation 
and Texas has been held back for several years until the first of May 
before supply and demand again takes over the marketing of onions. 

At the risk of being repetitious, let us say, last year’s example is the 
best that we could cite as the first 7,000 cars moved in the red and 
then the influence of the northern storage and western storage onions 
was eliminated from the market and from that time on until the end 
of our season, we enjoyed a good demand for onions with a fair price 
and a fair return to our grower. 

Mr. Congressman, we are only appearing here for one thing, and 
that is to urge that you pass one of these bills or all if necessary to 
make it possible for us to have our onions removed from the Mercan- 
tile Exchange. 

We are not interested in any more investigations and trial-and-error 
experiences. We want to be free and clear of this card game just as 
quickly as we can. 

If Congress and the Commodity Exchange Authority deem it neces- 
sary that they make further investigations into the Mercantile Ex- 
chs ange, well and good. 

We don’t care how you want to wash the faces of the cards, or how 
many new decks you want to get. All we ask you to do is please deal 
us out of the game and let us get back to our own method of handling 
onions which has been controlled for over half a century by supply 
and demand and which we think is the one known safe method to 
market our crops. 

Mr. Chairman, last year Mr. John B. Hardwicke appeared before 
this committee and due to the fact that he happened to have about 
125-150 cars of onions that were out on the ground and it was rain- 
ing, he was unable to come up to appear be fore this committee again. 

He wanted to do this, to register his objection. He paid through 
the nose last year dearly. He was more fortunate than some. He 
wound up with ra late onions so he was able to plant some more 
onions this year, but he asked that I read excerpts of letters to the 
committee or I can just file the letter with the reporter here, whichever 
you prefer. 
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Mr. Granvr. Without objection it will be filed for the record. 
Mr. Anson. I will just file his letter then. 
(The document referred to is as follows:) 


JoHN B. HaRDWICKE Co., 
Corpus Christi, Tex., April 27, 1957. 
Mr. LYMAN D. O’KEEFE, 
Laredo, Tez. 


Dear Mr. O’KeEeEFe: Due to the fact that we are busy harvesting and shipping 
our onion crops now, I regret that I will be unable to appear before the Grant 
committee for the onion futures hearing in Washington on May 1, and I will 
appreciate it if you will file this letter with the committee. 

I think that what happened to the onion market during February and March 
of this year proves that the statements given by myself and many others against 
future trading in onions at the May hearing in Washington last year were cor- 
rect. Briefly, in my opinion, here is what happened: Due to good disappearance 
and a big consumption of northern storage onions at cheap and reasonable prices 
during the fall and winter months of 1956 and during January 1957, it developed 
that supplies of northern onions left in storage were not burdensome, but were 
in fact, not more and possibly less than would be needed for normal require- 
ments; and the situation unquestionably justified good prices to the growers 
for the rest of their crop. When these facts become known the cash market 
on onions advanced and the future markets advanced to a high of $2.20 per 50- 
pound bag delivered Chicago on February 4, 1957. These prices were not too 
high and the northern onions should have all moved into consumption at these 
prices, as we had a very light acreage and a small crop of March onions in Texas 
due to the extreme irrigation water shortage in the Rio Grande Valley. 

However, the same old thing happened to the onion market that happened 
last year; a lot of people saw an opportunity to go short on the future board 
in the hopes of making a lot of money by depressing onion prices. If you 
will get the records of who sold short during this period, I think you will find 
plenty of short sellers from Texas, Chicago, Florida, and many other States. 
Then all kinds of rumors were circulated around about how there were a lot 
more northern onions hidden in storage that were reported, and about how the 
big, early Texas onion crop would bust and demoralize the onion market in 
March. What happened? It worked, and we had another engineered and un- 
justified panic in the onion market, with frenzied trading and 3,279 cars of 
March onions traded in 1 day on February 7, 1957, and the price was knocked 
down from $2.20 per bag on February 4 to a low of 87 cents the latter part of 
February. 

In a demoralized, dropping market buyers of actual onions buy very sparingly 
and less onions are actually bought and pushed into consumption during a 
panic in onion prices. Also prices on new crop Texas onions were forced down 
to $1.50 per 50-pound bag early in March on account of the demoralized market 
on northern onions and the cheap quotations for March onions on the Chicago 
board. There were not too many northern onions and a lighter crop than usual 
of Texas March onions, and, in my opinion, if it had not been for the manipula- 
tions on the board, the northern onions would have moved out at good prices, 
and the Texas growers of March onions would have received much better prices. 
As it turned out, many of the Texas growers of March onions did not make any 
profit on their crops. 

As soon as the onion board ceased to be a factor the price of Texas onions 
advanced to $2 per 50-pound bag and the price has been good ever since. To 
show you that there were not too many northern onions I quote from Tabb 
Onion Service dated April 2, 1957: “Old onions are pushing up in price. Very 
few left. Its been a long time since old onions have been so closely cleaned up 
on April 1 as they are this year.” 

Now the facts show there were not enough northern onions and a lighter 
crop of Texas March onions than usual with the price of both northern and 
Texas onions advancing to profitable prices for the growers as soon as the 
Board ceased to be a factor. Is it not self-evident then that the break in prices 
of $1.30 per 50-pound bag for March onions on the board during February and 
March was manipulated and done by heavy short selling and scaring both the 
onion trade and the longs by false rumors as to the amount of northern onions 
in storage and the size of the Texas crop of early March onions. 
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It is too easy for a few people to ruin an onion market by rumors and cheap 
quotations, and I still contend “That as long as there is an onion futures board 
and profits can be made by depressing prices, there will be individuals and groups 
that will find a way to do it.” 

Onions are not a suitable commodity for future trading, and I see no other 
way to solve the problem except to eliminate them from future trading on the 
Mercantile Exchanges. 

Very truly yours, 
JOHN B. HARDWICKE. 

Mr. Grant. I believe, Mr. Anson, you have another gentleman here 
from Texas; you wish to get home this afternoon ? 

Mr. Anson. I have one more man who follows me. I have Mr. 
O'Keefe. 

Mr. Grant. We will be glad to hear from him, sir. 

Mr. Anson. Yes. 

Mr. Grant. Just go ahead. 


STATEMENT OF LYMAN 0’KEEFE, TEXAS CITRUS AND VEGETABLE 
GROWERS AND SHIPPERS ASSOCIATION, LAREDO, TEX. 


Mr. O’Keers. Mr. Chairman and members of the House Agricul- 
tural Committee, my name is Lyman D. O’Keefe and I reside at La- 
redo and Jacksonville, Tex. I have been asked to appear before you 
in my capacity as president of the Texas Citrus and Vegetable 
Growers and Shippers Association, an organization which represents 
the great majority of all of the growers and shippers of onions (as 
well as other fruits and vegetables) in the State of Texas, to solicit 
your support in the passage of legislation to prohibt the trading of 
onion futures on the commodity exchanges of the country. 

At recent meetings of our association members in the lower valley 
and Laredo areas, and in private talks with onion-producing mem- 
bers from other sections of our State, it has been unanimously urged 
that our association do all in its power to rid our industry of the dis- 
astrous effects of onion futures trading. 

Support of our position against onion futures trading comes from 
all levels of our grower-shipper members, yet I do not believe that 
you have had appear before you at this or last year’s hearing on the 
same subject, a single grower from our State to plead for the advan- 
tages of futures trading or that it be allowed to continue. 

Onions are produced in almost all parts of Texas; shipments usu- 
ally starting late in February or early March, and progressing 
throughout the various areas until September or October. 

Each of these areas has its own peculiar problems of production 
and marketing and rather than attempt to point out in a specific way 
the effects of futures of trading on each section, I would like to tell 
you why I think such trading has been detrimental to me and the 
members of our association from all parts of Texas. 

I come from an onion-growing family; my father started in the 
onion-growing business almost at its beginning in Texas, around 1910, 
and there has never been a year since that time that some member 
of my family has not been engaged in the actual growing of onions. 

In recent years we have produced onions in as many as 3 of the 
producing areas in one season, with shipments up to the 400- to 
500-car mark, while presently and for the last 3 or 4 years we have 
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confined our growing efforts to the Laredo area where we produce 
from 150 to 175 cars annually. 

This decline in our participation in the onion business has not been 
brought about by a desire to withdraw from the business, but simply 
because it has not proven to be good business sense to risk the neces- 
sary money to grow a volume of onions in the face of our regular 
hazard of insects and weather, together with the added hazards of 
overproduction and unprofitable markets, which I charge have been 
brought about by undue emphasis of statistics gathered and widely 
publicized by those who operate on the commodity exchanges, people 
for the greater part who would not know the first principle of onion 
production or marketing but who deal only in figures. 

I will not attempt to go into the question of whether or not futures 
trading in onions is advantageous or detrimental to growers of north- 
ern or winter onions, as I am sure both sides of the question have been 
amply covered by those who produce such onions. 

Suffice it to say that if I, or the onion growers I represent, could 
believe for one minute that such trading is beneficial to Texas growers 
that I would be appearing before you not in an attempt to do away 
with such trading, but to keep it in force and extend such advantages 
to Texas onions which are not now, never have been, and I hope never 
will be considered suitable for trading on the exchange. 

It is not my intention to burden you with a lot of figures but as 
briefly as possible I would like to give reasons why I think the tr: ading 
of onion futures has a very definite influence on the planting oz the 
Texas onions and usually a very depressing influence on the cash prices 
we receive for them. 

I would like to recall to your attention the fact that in the 1955 
planting season of October, November, and December, March 1956 
futures were quoted on the Chicago exchange as high as $2.65. 

Certainly this price along with : ample publicity by those who deal 
in futures was sufficiently attractive to make Texas growers believe 
that our spring onions would enter a good market, and consequently 
acreage planted to onions was the greatest on record. 

What was the result ? Most of. you are familiar with the disgrace- 
ful and disastrous break in the market in March 1956 which drove 
the price of actual onions to 10 cents per 50-pound bag delivered in 
Chicago. This was directly in the face of the opening ; of the Texas 
deal and I quote in part from the USDA summary of the 1956 season, 

The marketing season in the lower valley was slow in getting under way, and 
at the start there was practically no demand for new-crop onions. From mid- 
March until mid-April prices were the lowest in recent years. 

Rains in mid-April curtailed harvest of onions and with an improved demand 
prices began a steady advance that continued until the close of the season. 

In this same report cash prices were shown for the period of March 
20 to April 1 in a range from 90 cents to $1.10 for yellow Bermuda 
onions with granex onions quoted from 80 cents to $1 all prices below 
the cost of production. 

Gradually coming from under the influence of the panic on the 
futures board, and entering a period when the natural laws of supply 
and demand took hold, prices steadily advanced and this same USDA 
summary - gy yellow Bermuda onions as bringing $2 on April 25 
and $3 on May 25, this in spite of unusually heavy production i in the 
State. 
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The disastrous futures break of March 1956 brought sufficient pro- 
test from the farmers of the Nation to bring about an investigation 
of futures trading. The Commodity E xchange Authority of the 
USDA ordered certain changes in trading rules for the exchange 
designed to prevent such happenings as had taken place in the previous 
March. 

Once again at planting time for Texas onions, March 1957 futures 
were quoted on the board at a very attractive price, but lack of suffi- 
cient moisture in some of the Ma areas held down the planting of 
onions to a level considerably below the previous year and it was felt 
certain that with reduced supplies i in sight Texas growers would have 
very profit: able season. In spite of the new trading rules imposed by 
the CEA and after futures prices following behind a justified rise 
in the price of cash onions, the gambling fever once more invaded 
the market and the new controls were not enough. 

M: wre h futures were quoted on February 4, 1957, at $2.20 on March 
6, 1957, March futures were quoted at 85 cents. 

These quotations resulted in drastically lowered prices for actual 
onions and seriously retarded their movements to market. 

Once again Texas onions entered a depressed market, and I refer to 
the daily market news bulletin of March 15, 1957, which quotes U. S. 
No. 1 Yellow Onions at $1.50 to $1.60. 

On April 1, 1957, this same market news bulletin shows Yellow 
Onions in a range from $2 to $2.25. Again acting under the law of 
supply and demand, and without outside influence, the market ad- 
justs itself. The market news bulletin No. 106 of April 22, 1957, 
reads in part: “Offerings light, heavy inquiry; market strong, U. S. 
No. 1 Yellow Bermudas $3 to $3.50, mostly $3.25 to $3.50.” 

These gentlemen, are two of any ‘number of reasons I could give you 
to show how onions futures trading hurts me, and other Texas grow- 
ers. Surely we are entitled to be rid of this depressing influence on 
our efforts to make a profit from our labors. Thank you. 

Mr. Grant. Thank you. 

Any questions of Mr. O’Keefe? 

If not, we thank you very much for your statement, sir 

Mr. Rowntree / 


STATEMENT OF DAVE ROWNTREE, GENESEE COUNTY, N. Y., ONION 
GROWER, ELBA, N. Y. 


Mr. RownTREE eer of the subcommittee, I am Dave Rown- 
tree from Elba, N. Y. I didn’t intend to come down here so I have no 
speeches for you. I have nothing. I wrote this in the hotel. But I 
would like to read it to you. 

Mr. Grant. I might say for your benefit, Mr. Rowntree, it is not 
required that you bri ing a statement. 

Mr. Rowntree. I have four more pals with me and they haven’t 
statements either. 

Mr. Grant. Would you all like to come up ? 

Mr. Rowntree. We thought if we didn’t show up you might have 
thought we didn’t take an interest in it and I have been out. to Chi- 

"ago “with C ongressman McIntire and I have been down in Washing- 
ton and I don’t want to miss him again but I did miss him, Hymie 
Zimmerman. I wish he was here. 
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Mr. Grant. Mr. Rowntree, all of those gentlemen from Elba, N. Y., 
would you like to come up and sit in these chairs and each of you 
testify 

Mr. Rowntrer. Take our turns, maybe it would help them. 

Mr. Grant. Come up. 

Mr. Rownrree. I'll read mine first. 

Mr. Grant. All right, sir. 

Mr. Rownrrez. I am the manager of Genesee-Orleans Vegetable 
Growers Cooperative Association at Elba, N. Y. We have about 
150 members. We grow in that section about 2,400,000 50-pound sacks 
of onions yearly, that means one crop a year. Surely there must be 
a way that thousands of onion growers can convince this committee 
that future tradings of onions is not for us. How to convince you 
personally, I do not know, but if you do know, please tell me. 

We growers have had subcommittee meetings in Chicago, Washing- 
ton, now again in Washington, what do you want? What are you 
looking for? Growers of onions in 29 States have sent you personal 
letters of protest. You have testimony in your files proving conclu- 
sively 98 percent of ali onion growers are for the abolishment of onion 
futures. Sincerely we guarantee to you these are the facts not bunk 
or bull; so with 2 percent for it, I ask you here and now to abolish 
onion futures so at least you can satisfy the 98 percent. I think that 
makes sense. 

You did recommend an appointed CEA to police the deal. Can- 
didly what you need are the marines. My boy isinthem. “Manipula. 
tion” is a word most people can spell. To try to prove manipulation 
the CEA have our sympathy. They are trying now and I think that 
it will take them years. 

Actually, gentlemen, if you thought onion futures were O. K., why 
did you place it under the authority and jurisdiction of CEA? 

Why is that necessary if it is on the up and up? If onion futures 
is heaven on earth and the caretaker of all the onion farmers, taking 
the risk from the farmers to the speculators and an insurance policy 
for the farmers, why, oh why, have the CEA policed the deal? 

Why does the Mercantile Exchange change their contracts yearly 
in an effort to appease and keep the growers off their backs? 

It is the truth, the exchange will do anything and everything not to 
kill Santa Claus. 

It looks to the growers what we need is a tough, rough racket-busting 
committee. What do you think? 

Gentlemen, get this and get it straight. It is pure and simple. 
This futures deal isa racket. We believe the committee is fully aware 
of said racket. Otherwise why all these investigations? You gentle- 
men have been around and you are not dummies, I know that, seriously, 
we are not advocating the exchange go out of business. All we ask and 
respectfully request is that you drop the onions and leave the onion 
business to growers, shippers, processors, chainstores, and consumers. 
Quite a few years ago they dropped apples. Why not drop onions? 

The only thing that I am sorry about is Senator Byrd grows apples. 
If he grew onions we might get this thing out. Maybe he can switch. 
{ Laughter. | 

Another reform, no more storage onions in Chicago hanging over 
the market. That was a threat and we finally got rid of that and that 
was swell, but the various financiers that used to go to Chicago, are 
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now held by key traders in 8 or 10 States and when the word is given 
out these board lovers go into action, either to lower or to increase 
the prices. The method i is simple. These keymen are all big growers, 
big shippers, and big buyers of onions. They control the times during 
the deal of over 10,000 cars and that is 10,000 cars of 600 bags each. 

At times they offer onions to our customers such as the A. & Pi 
Safeway chainstores, Grand Union, processors, and others at 50 cents 
to a dollar a hundred under the going price in the country. They do 
this and then it breaks our market down. 

Then to increase the prices in the country, it happened this year on a 
Monday they would start out they would pay a quarter more, “Tuesday 
they would pay a quarter more. Wednesday a quarter more, Thurs- 
day a quarter more. No place you could go for this. They pay it on 
a few cars of onions; they then would “whisper, gossip, talk, and 
—- talk with everybody saying “The deal looks good, it is going 
up. I don’t think we have got too ‘Tmany,” and then when the board 
comes up, which it né iturally does, they pull the plug by selling short. 
It is a rotten game exc ept ‘for the company that has taken over the 
onion business. Name it what you will, keymen, company, combine, 
conspirators, manipulators, it took them a few years to get to know 
how to run it, but they know how and there is only one way and that 
is on the downside. 

Get it up and push it down. They teach you at Cornell University 
that it is about, I think, 10 to 15 times as easy to put a market down 
than it is to get it up, and that is why in the last maybe 2 or 3 years, 
you have been hearing from these farmers, because these boys weren’t 
sharp but they found out how to do it, it is a simple thing now and 
bang, they have got these farmers right. Why they come in my Office, 
they say “I want some fertilizer, I want some seed,” and I say, “My 
God, not again, haven’t you hi ad enough?” They say, “What else 

‘an I do, I am a farmer”, “That? s all I know, I have got my farm.” 
I said, “You lost money last year. 

I have got in my safe notes from 1953 and I don’t like them. Con- 
clusion : keep the Mercantile Exchange in the onion business and if 
you do the facts are plain. The onion growers will be forced to come 
to you for subsidies as price supports. I don’t know whether you 
would like that or not. 

You never did at any time in war or peace subsidize or support 
onions but gentlemen, even today you are only a half-step away from 
a bigger headache than futures. So we beg you to stop this onion 
foolishness known as futures trading and give it back to the onion 
growers, give them back their own business, that is all they ask. 
That is all I have got written down but this man from Texas made 
a remark. 

Mr. Anson his name was, he said his onions were not on the board, 
which is true, and he says he never intended to have them on the 
board. How can he keep them off if they want them on? 

They put ours on without our permission. So how can Texas or are 
they out of the union ? 

Thank you. 

Mr. Grant. Thank you, sir. I believe next is Mr. Baldwin. Do you 
want to make a statement, Mr. Baldwin ? , 
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STATEMENT OF EDWARD BALDWIN, GENESEE COUNTY, N. Y., 
ONION GROWER, ELBA, N. Y. 


Mr. Batpwin. I come here only to talk as a grower, Mr. Chairman, 
my brother and I raise between 40,000 and 50 000 bushels. We, for the 
last 4 years, have not made very ‘much money, in fact, we are going 
slowly broke. We feel that in 1953 and 1954 when there was too much 
production, we took that as granted. In 1955 when the Government 

came out with a figure of 2914 to 30 million, we figured we would have 
a good deal. But that year ‘t turned out to be pretty sour. 

I wish to say incidentally that I am a little sorry I am not a relation 
to Veril Baldwin. I heard his fine report this morning, but I also 
come from Elba section. 

I have been well acquainted with our growers. We have about 256 
of them in our section, and we, last year raised 3,200 acres, which was 
about 300 short from the year before. We raised about 4,000 cars 
of northern-grown onions. Some our growers, in order to make ends 
meet, have sold, have been forced to sell to brokers. Part of these 
cars, I should say as there was around 400 or 500 sold to brokers in the 
Elba region, and part of that, about 12 percent, 10 or 12 percent, let’s 
say of that, of those onions are—seem to be used against the rest of 
the entire onion business. Every time that we have onions to sell, 
they have onions to sell to the same receivers only at less money so 
our market cannot possibly stay up with this condition. That is about 
all I have to say. 

Thank you. 

Mr. Grant. Thank you, sir. 

Mr. Swartz, would you like to say something ? 

Mr. Swartz. Yes, sir. 


STATEMENT OF JOHN SWARTZ, GENESEE COUNTY, ELBA, N. Y. 


Mr. Swartz. Honorable chairman and members of the committee, 
I am John Swartz, from Elba, N. Y. 1am an onion grower and last 
year produced about, 60,000 bushels of onions. I represent the Elba 
onion growers cooperative which is composed of more than 100 mem- 
bers of about 80 percent of the total onion growers in our section. 

Elba normally grows about 3,500 acres of onions in the countries 
of Genesee and Orleans in New York State. 

As the production from this acreage is about 4,000 cars or 214 mil- 
lion bushels. Our organization recently went on record as being more 
than 95 percent opposed to futures trading in onions. We feel that 
to continue futures trading will only create further disaster for the 
growers in the form of low prices and we have just experienced 4 very 
poor years. 

In view of the large percentage of onion men continually going on 
record against futures trading in onions we feel that action should be 

taken to eliminate them entirely and respectfully request that the com- 
mittee make such recommendation to the Congress. 

Thank you. 

Mr. Grant. Thank you. 

How about Mr. Rowclitfe? 
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STATEMENT OF ROY ROWCLIFFE, GENESEE COUNTY, ELBA, N. Y. 


Mr. Rowcuirre. Honorable chairman, members of the committee, I 
don’t have too much here so it will only take me a minute, and I think 
if you had put me on first some of it would be new, but most of it 
is old by this time. 

I am a grower of onions in Elba, I started in business there in a 
small way in about 1926, and I grew onions and also shipped a few. 
Since Fy I have grown a larger acreage and have increased my ship- 
ments. I don’t have a large set of figures here because I didn’t have 
time to get them ready, I didn’t know I was coming. All I can tell is 
how I feel about the effects of the board on onions and why I feel it 
hurts the growers. 

It seems that the mercantile exchange in Chicago says that the 
board is of benefit to the farmers. If so, why are they fighting so 
hard to keep onions on the board when 90 percent—I have 90 percent, 
some of the rest of them have 98—90 percent of the farmers don’t want 
it. I might add that about 90 to 95 percent of the receivers who put 
onions into consumption don’t want to be faced by the Mercantile 
Exchange and I don’t believe I have ever talked to any receiver on 
the other hand that had too much use for it. 

They are the ones that we have to use to get rid of our onions. They 
are the ones that are putting them into consumption. They tell you 
it is the place for the grower to hedge. And not for aspeculator. That 
the board works hand in hand with the cash market and that one can’t 
be pushed around without the other. 

Let me give you a few prices that happened this year and the ex- 
ample of how a few speculators can handle it to their advantage. 

I don’t think the individual grower can sell or buy enough to have 
a bearing on the market because I don’t believe there are many of 
them with enough money by the time they get the crop growing. 
Last July all the rumors were for a short onion crop which ran the 
board up. The price on tlie board in January, I believe was around 
about $2.20. In February about $2.35 to $2.40 on U.S. 1 delivered 
Chicago. 

They paid $3 a hundred in Elba at the time of your cash market: 
if you paid 21% I don’t think you could make any money. It costs a 
dollar and a half a bag for the onions, 20 cents for the bag, 70 cents 
delivered for Chicago ‘freight and brokerage which costs them $ $2.40 
delivered in Chicago. There is no profit and no loss to amount to any- 
thing. Why do the speculators do that kind of business? Here is 
why. No matter if there is a surplus crop or a short crop there is a 
time when they have a slow dull market. Here is where the disaster 
comes for the grower. The board almost always goes up faster than 
the cash market. Also on the weak market it goes ‘down much faster. 

These so-called farmer friends have everything in their favor to 
make the deal disastrous. The board can be pushed down easily on 
a weak market when they have plenty of onions in the country, they 
immediately start selling from the country under the cash market. 

Within a few days or possibly a week the board drops as much as a 
dollar a hundred while the cash market drops 75 cents per hundred. It 
is very easy then to buy back paper at a dollar per hundred profit, take 

25 cents loss on onions they have in the country. It seems much easier 
to depress the market than it is to get the market very high, which 
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makes it more profitable to work on the depressing side. This is 
what the growers don’t like. 

The onion growers went through the depression, and were able to 
when they did to weather the storm without any help from the Gov- 
ernment. 

There was no board to help us as they claim they are doing today, 
but if that continues the way it has been going for the past few years 
we will need help from some place and we w ill probably have to go to 
the Government, which I hope we never have to. 

I jotted a few prices down here and variations; I won’t try to give 
them all. You got a $1.75 market; you got $1.15 on the board for 
January and February. With still the cash market in the country 
you got a $1.32 market. This was back January 23 and that is when 
your big push started. They ran them up as high as $1.85 on Febru- 
ary 1, 1, and $2.75 and $3 market, which shows plenty of rumors out that 
there was for some reason or ’ other they used a lot of onions and a 
shortage had accumulated. 

So that the growers by losing—they had been losing money all the 
years so they weren’t too anxious to sell at those prices. They were 
hoping to get some of their money back on some that they had lost on. 
They got up to $3 in the country on February 6. Your board went 
from there down to $2.22 or $2.23 before your market even started to 
change which was only about 5 or 6 days but your country buying 
awhile ago we talked about, then it gave these fellows from the mer- 

cantile exchange a week or 10 days to get out of their purchases that 
they had made on a few higher priced onions and some that they 
had bought in the fall while “the grower was sitting waiting because 
they had heard so many rumors on this shortage of onions that had 
turned up allofasudden. That is about all I have, I guess. 

Mr. Grant. Thank you, sir. 

Mr. Condello? 


STATEMENT OF GERALD CONDELLO, GENESEE COUNTY, 
ELBA, N. Y. 


Mr. Conpvetio. My comment will be very brief, Mr. Chairman and 
members of the committee, my name is Gerald Condello, I have been 
growing onions for 30 years in Elba, N. Y. You have heard enough 
testimony from the gentlemen who have preceded me so I am in ac- 
cord wit everything that has been said here, and I simply wish to 
go on record in opposition to futures trading. 

Thank you. 

Mr. Grant. Thank you, gentlemen, very much. May I ask this 
question directed to any of you, to your knowledge, to what extent 
would you say that the facilities of the exchange are used by the 
growers in your section ? 

Mr. Conpex10. Two or three percent, I would say. 

Mr. Grant. Is that, all of you approximately agree on that ? 

Mr. Rowntree. It might go to four but that would be the limit. 
Some people that have the money that can trade, I was telling the boys 
today this man has lots of money, he even owns horses, trotting horses, 
but he hates the board so they won’t even play it, and the way I look 
at it the thing is there and you have the money and if you don’t 
use it you are a dope because you make money two ways, because they 
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are going to put it down for you anyway. So then you sell your 
onions for cash and you make off the paper but some of them just 
won't play it and a lot of them just won’t try to understand it, that 1s 
the truth, too, so all in all it is a mess. 

I had one fellow come in to my office one morning. He had a gun 
with him. He wanted to go out and shoot a couple of them. So I 
took the gun away from him and he hasn’t got it back yet. I mean that 
is the feeling of the country. If you would ever come out to the coun- 
try, boy, your eyes would open a mile because that is it, all through, I 
mean not only in Elba, go to Florida; New York, Canastota, N. Y., 
Plattsburg, N. Y., all over New York State but there is this little com- 
bine of 2 or 3 persons, naturally they are making money. 

Mr. Rowcuirre. I might add, as Baldwin did, I am not out here 
crying; I never have been hurt on the board. I have never been a 
big buyer or seller. I sold too on the board a few times and bought on 
the board a few times and so far I have a little of their money, but 
they have me a little scared and I am afraid they will get it back 
if I keep fooling around with them. 

Mr. McIntire. I would like to direct my question to this gentleman 
on the end. You mentioned about being in the production end of it 
in the late 1920’s. 

Mr. Rowcutrre. About 1926. 

Mr. McIntire. What would be your observation in relation to the 
swings in price before there was board trading and since there has been 
board trading. I think it would be interesting if we had in the record 
an observation from a grower who has produced during both periods. 

Mr. Rowcuirre. I believe I heard that mentioned by the CEA yes- 
terday. Now we couldn’t hear too well back there but from what I 
could hear 1 believe they said that from that what they could find 
there wasn’t too much variation. 

I have never kept a tract of figures which they might have dug up. 
But in my experience from 1926 as a shipper up until the last 3 or 
4 years, I don’t think I have ever seen such a variation in prices from 
day to day and so much uncertainty in prices, because if the board is 
down a little bit you are talking to your customers, the first thing 
they start to yell, “Can we buy them a little cheaper today? The cash 
market here is no different. Well the board is down. Well I can get 
by today, call me tomorrow.” 

So they are not too enthused to buy it. 

If the board is up a little bit and you tell them the market is a 
little bit. stronger, well “Where is the market any stronger?” “Well, 
the board is up a little today.” “Aw, the hell with the board, I am 
not buying from the board, we are buying from the country.” They 
don’t listen to the board when they are buying, when it is going up, 
but going down they seem to use it for more of a hammer to push it 
down a little bit. They are not so inclined to buy, and I think some- 
times that is why, with the board going down that you can easily 
weaken a market fast because if a grower, four growers in Elba has got 
quite a few onions and your board starts going down a little bit, nat- 
urally they are a little more anxious to sell. They don’t figure the 
market is going up any more but the buyers on, the other end hesitate to 
buy it. Your retailers on the other end they watch that just about 
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as much as anyone. If they can hold off for 2 or 3 days and use up 
their supplies they have on hand they wouldn’t buy. 

The men on the market they hold off 2 or 3 days, if I am buying and 
shipping and I have got a few cars ahead I am going to hold off a few 
days so you get about a week there of a dull market when your grower 
starts to get a little panicky and as they do they are naturally going to 
knock your board market down and that is when it is awfully easy for 
them to knock the cash market down then with it. 

I have seen fluctuations in markets and probably their figures, that is 
why they turned up that way. Your market before the board has 
gone up fast, it has gone down fairly fast. But generally when it went 
up there was a reason for its going up to that lev el, and after it went 
up like it did this year from $2 to $3, $1.75 to $3 in less than a week, 
then at least the farmer had 2 to 3 weeks, maybe a month to get some of 
his onions off at $3 dollars. You didn’t have them back down in less 
than a week again. I don’t think 

Mr. McIntire. You are referring on that observation for the 
moment to a market without the board ? 

Mr. Rowcutrre. That’s right. A market without the board, I think 
you have got a longer time up there, that is going to benefit the grower. 
Now you may have a disaster and a low market later than that but he is 
going to get rid of part of his crop while it is up here. Now this 
year, some of them tried awfully hard to sell onions at $3 but they 
couldnt’ sell them and before they were ever able to sell onions again it 
was down to $2. 

Mr. McIntire. Don’t you think there is another factor in contrast- 
ing the market particularly, as between the cash market and the board 
market? Of course, some would argue that the reason they are so 
closely related is that you can’t draw the line as between the 2, but 
just assume that there are 2 marketing for pricemaking. One is a cash 
market, the other is the board market. Don’t you think that there 
might be a difference in the mar keting forces that play in a cash market 
which contributes to the observation which you made, and that in that 
instance somebody owns some onions that they have to deliver or get 
out of the way whenever they are received and when they have pur- 
chased in Elba, N. Y., a carload of physical onions which are delivered, 
we might say in Cleveland or some other place or even Chicago, that 
purchaser is interested in the price which is going to prevail in the 
receiving market when his carload of onions gets into there. 

Mr. Rowcutrre. That’s right. 

Mr. McIntiee. And that has a tendency to put a drag in the adjust- 
ment in price, and even if the tendency of the price is down you have 
some folks in the terminal markets who are not interested in seeing it 
go down because they have some onions, too, on the way, and while they 

may be unsold as a board transaction, it only takes about the time that 
it will take to get on the telephone to get hold of a broker and get in 
or out. 

Do you think that might contribute to the fact which you were out- 
lining there? 

Mr. Rowcurrre. Well, I don’t know, I wouldn’t know just how to 
answer you to tell you the truth, whether it would too much or not. 

Mr. McIntire. Well, I wonder if the actual physical trading in 
the commodity doesn’t have a tendency to have a terminal interest in 
the price because you have the physical goods coming in, while a 
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transaction on paper contracts doesn’t have that control or that 
influence in the market. Would you care to make any observation 
on that, Mr. Rowntree ? 

Mr. Rowntree. I don’t quite agence you but what you mean 
if I am in Cleveland and I buy a car of onions off him, I want them 
tostay up there so I can make a profit d 

Mr. McIntire. Yes, sir. 

Mr. Rowntree. If I am buying paper onions what do I care about 
physical onions ? 

Mr. McIntire. That’s right. 

Mr. Rownrree. I don’t care nothing about this. 

Mr. MoIntire. And if you have bought that car in Elba, N. Y., 
for delivery the day after tomorrow in Cleveland, then you are 
vitally concerned with the price the day after tomorrow ? 

Mr. Rownrree. That’s correct. 

Mr. McIntire. Unless you have got the car sold. 

Mr. Rowntree. You know what I do, don’t you / 

Mr. McIntire. If you bought a contract today before this board 
closes this afternoon you can get out. 

Mr. Rownrrer. Get out. But you can’t get out with the physical 
car buyings. 

Mr. McIntire. But you can’t get out of the physical board? 

Mr. Rownvrer. If the board is down before the car arrives I will get 
a quarter off. That is what happens. 

Mr. McIntire. Not on your PACA license. 

Mr. Rownrree. It has hi appened. They call me all the time and say 
it is down, what are you going todo? 

Mr. Rowcuirre. As I stated before I believe that is why the cash 
market without the future would work much slower, that these growers 
would have more of a chance to get out at a decent price. 

Mr. Rowntrer. Upordown. You would still get them. 

Mr. RowcuirFre. But your man on the market of course, is interested 
in holding them up with that which he isn’t going to break them as 
quick but when you got a lot of these board onions scattered through- 
out the county—the CEA did a good job chasing them out of Chicago 
but they chased them into the country this year, they should have 
been in Chicago instead of the country. When those weak markets 
come the rest of us are trying to buy from the growers and pay them 
the $3 which has been p: aid. 

Mr. McIntire. You just had a car on the track a day or two longer. 

Mr. Rowcuirre. And try hard to make a nickel or dime on it ‘but 
when these fellows have decided that board is up as high as it is 
going for awhile and they want to see it run the other way they start 
throwing these onions from the country into the commission houses 
into the chainstores and they throw them in there cheaper than we can 
buy them in there, that naturally is going to weaken the grower in 
a week’s time. 

Mr. Rownrrer. They put 30 truckloads in one day in New York 
City. Just to break the thing on consignment. You know what con- 
signment is. You have been in the potato business, you would rather 
sell them, wouldn’t you, so I don’t like it either, this consignment 
business. 

Mr. Grant. Thank you very much. 

Next is Mr. John Zerfas of Michigan. 
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STATEMENT OF JOHN ZERFAS, EATON RAPIDS, MICH. 


Mr. Zerras. I am John Zerfas, from Eaton Rapids, Mich. Mr. 
Chairman and members of the committee, on March 1, 1957, I wrote a 
letter to you outlining the hardships borne by the onion growers, due 
to the futures trading of onions. That letter was written while I had 
onions on hand. I now wish to present this letter setting forth the 
developments in the disposal of my 1956 crop of onions. 

On February 6, I still had 9,000 bags of 1956 onions on hand. The 
manipulations underway at that time caused me a personal loss of 
$9,000. What should have been a profitable year turned out to be a 
mediocre one—I had sustained losses in the growing of onions during 
the past 3 years due to the futures trading ‘and was hoping to make 
some recovery. 

Our prospects for a good culmination of the late onion crop never 
appeared any better than this year. We had only an average produc- 
tion for our farm. Due to the severe drought in Texas, Texas onions 
were marketed 4 to 5 weeks later than other years. In spite of all 
these factors, we had to sell our onions for the low price of 75 cents 
per bag. Our entire onion crop was marketed. Not one onion was 
dumped. Why, then, the low price? The future traders found it to 
their advantage to force the price downward to the detriment of the 
growers. 

The Texas onion price is stabilized. Supply and demand regulates 
that price. As yet there is no future trading in Texas onions. ~ Why, 
then, may I ask, is a small group of unpr ine ipled g gamblers permitted 
to have such an influence over a commodity in which they have not one 
cent invested, as regards production or distribution ? 

You are also hearing a lot about the advantages of hedging onions 
onthe future board. I think the grower gambles enough in producing 
the crop without trying to do some more gambling when pitted against 
some professional manipulators. 

It takes an unlimited amount of money to hedge onions. Most 
growers—and I am one of them—do not have this amount of money. 
To be safe in fulfilling the obligations in hedging onions, we have to 
be sure to have onions. Every year we have seen onions destroyed by 
hail, floods, winds, and so forth, just a few weeks before harvest. It 
is easy to visualize in what predicament a grower would be who had 
his onions hedged and then had them destroyed by the elements. 
Cases have been reported in which growers have had to dispose of their 
farms in order to meet their obligations. There is no limit to the 
viciousness to which future trading can lead. 

Now it is up to you to make the decision. It should not be a difficult 
one at which to arrive. We are not asking for an additional Govern- 
ment handout. We are asking to be protec ted from an artificial 
influence from which we cannot protect ourselves. We are asking 
that our industry be left to the legitimate producers and traders. 

Thanking you in advance for the help you may give us at this time. 


Mr. Grant. Thank you for your own statement. 
Mr. Rose? 
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STATEMENT OF J. W. ROSE, NATIONAL ONION ASSOCIATION, EAST 
LANSING, MICH. 


Mr. Rose. Mr. Chairman and members of the committee, my name 
is J. W. Rose, secretary of the National Onion Association. Since 
my association with the organization is of less than 1 year’s duration 
there are many phases of onion futures trading about which I am not 
qualified to make any statement. There are “several points that in 
summary I would like briefly to mention. 

Before I start in the prepared statement I would like to comment 
on the question of price variability that was brought up just a few 
minutes ago. I think it referred to the statement in the presentation 
yesterday ‘by the Agricultural Economics Division of the Department 
of Agriculture which said that their analysis showed that a signifi- 
cantly greater average month of variation occurred in the 1930 to 
1940 period than in the 1947 to 1955 period. After reading their 
study over pretty carefully and reading their summary here, you will 
note that study is based on monthly averages, and monthly averages 
on this onion market are of no significance when you begin to look 
for price variations. This complete cycle of cutting prices that 
occurred the latter part of January and February occurred in less 
than a 30-day period, and an average of that 30-day period would show 
no indication of that disastrous movement at that time. 

So I feel that the comparison of price variations based on monthly 
averages carries very little significance in comparing the effect of 
onion futures trading on market stability. 

In the more than 12 years of working with agricultural groups 
I have never seen any organization or industry so strongly and 
unitedly supporting any effort. Letters urging action against onion 
futures have poured into the National Onion Association office from 
every onion-producing area. These letters came from shippers, deal- 
ers, and receivers but largely from producers, many of them growing, 
as you heard here today, only small acreages—10, 15, 20 acres. 

During the several months that the association has been urging 
elimination of futures tr ading in onions we have lost only one member 
while new memberships have come in steadily from all parts of the 
country. The determination to be rid of onion futures trading comes 
from all phases of the industry but most strongly from the average 
growers in the Nation’s onion- -producing sections. 

These growers, shippers, and receivers state very emphatically that 
futures trading in onions contributes nothing to the onion industry. 

Unlike futures trading in grains and other commodities, futures 
trading in onions performs no economic service at all. 

Supposedly, futures offers a hedging service to growers. The 
average small grower cannot afford the cost of selling on the futures 
market. Neither can he afford the risk involved. As you know, 
when a grower sells onions for future delivery he receives no money. 
If he was salling actual onions for future—that is if somebody came 
along and said “I want to buy so many cars of onions and pick them 
up next December’ ’—they would leave a deposit. When he sells them 
to the future exchange, he receives no money but he must put up a 
deposit of $300 cash on each car sold. The average grower cannot 
finance the so-called hedging of his crop. Further, he dares not sell 
more than a part of his crop if he could finance it. Then what he 
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might gain on futures sales he loses during delivery months on the 
cash sales he makes. It’s true, the grower can arrange financing 
through his broker for hedging sales but I think you heard that this 
financing cost is exorbitant. I think you heard yesterday that very 
little is a finance in hedging in onions. 

During my work with the National Onion Association there was 
ample opportunity to watch onion markets and movements. The 
January and February rise in onion prices was due to heavy disap- 
pearances up to and through January, as is indicated on page 2 of 
the recent CEA report. This was a market development due to supply 
and demand factors. 

Then followed the excessive speculative trading. The CEA report 
describing trading during the first week in February shows that on 
February 7 a total of 3,279 March contracts were traded, thus exceed- 
ing the total number of March commitments open at the beginning 
of trade that day. This could only happen with a commodity of 
relatively small volume such as onions. The rise that resulted from 
true supply-and-demand conditions was reversed and the market in a 
very short time was driven down to $85. That this was unjustified 
by supply conditions was indicated by the close of March trading at 
almost double this figure. As was pointed out yesterday, such wild 
fluctuations completely disrupt cash onion markets and onion move- 
ment. 

A commodity as small in volume and as perishable as onions are 
by its very nature is not suited for futures trading. No amount of 
rules or regulations have corrected or will correct the evils of futures 
trading in onions. Further, I think it should be noted the publicity 
associated with such wild trading tends to unjustly discredit all 
futures trading, even in commodities where such trading personally 
performs a real economic service. 

It has frequently been stated by those few favoring continued 
trading in onion futures and by CEA reports that prices received by 
producers for cash onions have not been materially affected by futures 
trading. 

Yet in the recent report, chart 2 on page 12—and I think the same 
chart was up here earlier today and yesterday; perhaps it is shown 
even on the top of this chart—shows a very definite association between 
board futures prices and cash onion prices. 

Thank you, Mr. Harris. If you will notice those lines on there, 
part of them indicate futures prices, part of them indicate actual 
cash onion prices, and they follow very consistently. I question how 
it can be said that there is no relation between futures prices and cash 
prices. This shows a very definite association between board futures 
prices and cash prices. This shows a very definite association be- 
tween board futures prices and cash onion prices, during January, 
February, and March, the period covered in their bulletin and this 
covers a still longer period of time. 

This chart also further shows board prices running predominantly 
below cash prices. 

The fact that cash markets are consistently above futures clearly 
indicates an artificial force depressing the futures market. 

A tendency constantly to hold that futures market down to pull the 
whole market level downward. 


| 
| 
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That this has depressed cash markets, disrupted onion movement 
and cost oniongrowers millions of dollars can be attested to by hun- 
dreds of growers throughout onion producing States. 

We had some difficulty in limiting the number of growers who 
wanted to come in to these hearings and testify to that effect. 

Therefore because, first, futures trading in onions renders no eco- 
nomic service ; 

Second, futures trading in onions cannot be effectively regulated due 
to the nature of the commodity and results in such very wild specula- 
tive activities. 

Third, the disrupting effect that this chaotic futures trading has 
on cash onion markets and onion movements resulting in severe losses 
to the growers and shippers, the overwhelming majority of the onion 
industry urges passage of legislation to eliminate onions from futures 
trading. 

May I express then my appreciation on behalf of the National Onion 
Association for your courtesy in permitting me to appear before you. 

Thank you. 

Mr. Grant. Thank you, Mr. Rose. 

Mr. Rosr. Thank you very much. 

Mr. Grant. Off the record a moment. 

( Discussion off the record. ) 

Mr. Grant. The committee will stand adjourned until 10 o’clock 
tomorrow. We want to get started as promptly as we can. 

Thank you. 

(Whereupon at 4: 30 p. m. the hearing was adjourned, to reconvene 
at 10 a.m. Friday, May 3, 1957.) 
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FRIDAY, MAY 3, 1957 


Hovss or REPRESENTATIVES, 
SuscoMMITTEE ON Domestic MARKETING, 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met at 10:50 a. m., pursuant to notice in room 
1310, New House Office Building, Hon. George M. Grant presiding. 

Present: Representatives Grant, Hagen, Knutson, Anfuso, and 
Teague. 

Also present: Representatives Johnson and McIntire, John Heim- 
burger, staff counsel, and Mabel Downey, chief clerk of the committee. 

Mr. Grant. The committee will come to order. I regret that we 
are about an hour late, but with the cooperation of the witnesses, and 
taking a shorter time for the lunch hour, I am sure that we can make 
great progress. 

You know, we have a good many lawyers on the Agriculture Com- 
mittee, which reminds me of a story of a jury composed of lawyers, on 
a very frivolous case. They were sent out, and it was thought it 
would take — 10 minutes, as it should—like this morning it would 
only be 10 or 15 minutes—and after 3 hours, the judge sent the bailiff 
in the jury room to find out what was the trouble that this jury com- 
posed of lawyers had not come up with a verdict. 

He came back with the report of the jury, and said, “They are still 
making nomination speeches as to who will be foreman of the jury.’ 

So that is exactly what has been happening in here this morning. 
With that we will proceed. 

I believe our first witness is Mr. Everette B. Harris of Chicago. 

You may proceed, Mr. Harris. 


STATEMENT OF EVERETTE B. HARRIS, PRESIDENT OF THE CHICAGO 
MERCANTILE EXCHANGE, CHICAGO, ILL. 


Mr. Harris. Mr. Chairman, Congressmen, Congresswoman, ladies 
and gentlemen, we understand the delay, Congressman. We regret 
it because we have a large number of onion growers who have come 
here voluntarily from various sections of the country. It was my in- 
clination, sir, to suggest that they appear first, but on the other hand, 
I have the responsibility of presenting the exchange case in a broad 
view, and after consultation I have decided to go ahead with it. 

My name is Everette B. Harris, of 412 North Ashland Park Ridge, 
Til, 2 a suburg of Chicago. Since June 1, 1953, I have been president 
of the Chicago Mercantile E xchange, a commodity exchange and for 
more than 4 years immediately prior to June 1, 1953, I was secretary 
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of the Chicago Board of Trade, also a commodity exchange. Along 
with most of the other commodity exchanges, we are supervised and 
regulated by the Commodity Exchange Author ity of the United States 
Department of Agriculture. 

When I testified before C ongressman Grant’s special subcommittee 
last year, I pointed out that I had grown up on a farm in southern 
Ilinois and had worked for the Department of Agriculture after 
finishing college; had taught economics at both DePaul University 
and the University of Chicago; and felt I was qualified to testify as 
competent in the field of futures trading and in the larger area of 
marketing of agricultural commodities. 

The proposal to abolish futures trading in onions is not a new one. 
The entire situation was reviewed in detail last year by a special sub- 
committee, which I just referred to, of the Agriculture Committee, 
which was headed, as I have indicated, by Mr. Grant. At the same 
time, a similar proposal with regard to potatoes was gone into at 
some length. Hearings were held in upstate New York, Chicago, and 
finally in 1W ashington. 

The subcommittee made four recommendations which, in the in- 
terest of brevity, I shall try tosummarize as follows: 

That the mercantile exchanges, the CEA, the producers, and others 
concerned try to improve the operations of the futures markets in 
onions and potatoes and that if this were not, or could not, be done, 
the Committee on Agriculture should promptly consider legislation 
prohibiting futures trading i in potatoes and onions. 

Now, the exchange in Cc hicago put in a number of changes into 
effect in an effort to carry out the recommendations of the subcom- 
mittee, and the CEA also tightened up the speculative limits on the 
exchange. 

I shall detail the changes later, but first let me say that futures 
onion prices during the 1956-57 season fluctuated comparatively little 
until after mid-January 1957. Then prices began to rise and reached 
a high of $2.20 per 50-pound sack on February 4, 1957. Very quickly 
the market began to fall, and the March future reached a low of 85 
cents on March 6. Afterward, the market recovered, and the March 
future expired on March 22 at $1.60. 

Now, as I pointed out last year, when these fluctuations occur 
rapidly from one extreme to another, as in the case of the $2.20 and 
the 85 cents, relatively few onions are traded at that figure. In the 
case of $2.20, they are traded there for about 10 seconds one morning 
on the opening, and in the case of the 85 cents, there was a very small 
handful of cars traded. 

None of those cars were cash onions. The cash price never went 
that high; the cash price never went that low. And while it is under- 
standable that these extremes are used by our opponents to dramatize 
their points, the reality of the situation, when given attention, is 
bound to be somewhat different. 

But these fluctuations which did occur revived the agitation for the 
abolition of the onion futures market. 

Several bills were introduced to ban futures trading in onions, and 
these bills are now pending before this subcommittee. 

The Commodity Exchange Authority also began an investigation 
into the fluctuations in onion prices in the Janu: wry—March 1957 pe- 
riod—I assume at the request of this committee. 
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Obviously, a lot depended upon the results of the CEA inquiry. 

If that agency found evidences of market manipulation on the 
Chicago Mercantile Exch: ange, it would be evident that the exchange 
either “had not carried out the recommendations of the subcommittee 
or that the changes had not been sufficient to prevent the futures 
market from being manipulated. 

The CEA made its re port on April 10, and this is what it said in its 
summary and conclusions in part: ’ 

. The wide price swings in the onion futures market which took place from 
sign eee 1957 through March appear to have been the result of heavy specu- 
lative activity involving a substantial number of accounts, with no concentration 
of trading or positions of a type which would warrant a conclusion of market 
manipulation. 

The price fluctuations in January—March 1957 raised the question 
as to whether the exchange had cleaned house and whether abuses of 
the futures market had caused the price changes. 

sut the CEA, the agency which deals with the commodity ex- 
changes, has said that the Chicago Mercantile Exchange was not 
responsible for the price fluctuations which took place in the January— 
March period in 1957. 

To put it bluntly, the exchange feels that the CEA report has cleared 

t of the charge against it which was, in effect, that abuses on the 
exchange were the reason for the February—March price fluctuations. 
[ would like to point out again that the bills to abolish futures trad- 
ing in both onions and potatoes were before the special subcommittee 
last year, but the hearings this year are on onions only. Why is that? 

Apparently the answer is that there were no price fluctuations in 
potatoes in the 1956-57 season similar to those that occurred in onions 
during the early part of 1957. We may take it for granted then that 
there would be no hearings on the proposal to destroy the onion futures 
market had it not been for the price changes perviously referred to— 
and a thorough inquiry has said the exchange was not to blame for 
what happened. 

Moreover, gentlemen, I would like to call your attention to a letter 
from Joseph M. Mehl, who headed the CE A for 10 years before his 
retirement in 1955. Most of you know Mr. Meh! personally and know 
that he is recognized as a world authority on the futures market. He 
spent most of his life i in that field. In his letter, which was read last 
year into the record of the hearings on onions and potatoes, Mr. Mehl 
said: 

The onion amendment of the Commodity Exchange Act did not go into effect 
until September 24, 1955. Limits on positions and daily trading are just now 
in the process of being established. The new law could hardly be expected to 
have any preventive or corrective effect upon trading in the March 1956 or earlier 
onion futures. 

You have been told about the changes, and the CEA itself indicates 
that they have worked well. 

Under the circumstances, it seems rather inconceivable that this 
subcommittee and the full committee would recommend the death of 
the futures market in onions unless the conclusions of eo CEA with 

regard to price fluctuations are seriously challenged, or there are 
other factors of which we are not aware. It would be like breaking 
the thermometer because that instrument showed the patient had a 
fever. 
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The report of the House agriculture special committee said in its 
summary and conclusions: 


In the light of its study and conclusions, the committee makes the following 

recommendation— 

Now this is the subcommittee last year— 

That the mercantile exchanges and others primarily interested in the futures 
trading of these commodities move speedily and as effectively as is within their 
power to make such improvements in the operation of the futures market as 

will demonstrate the futures trading in these commodities can be carried on 
without harm or detriment to the producers and handlers thereof. 

The report of the suocommittee, in effect, placed us on probation. 

In the light of the subcommittee’s attitude, the question immediately 
arises: What steps were taken by the exchange to improve its opera- 
tions ? 

In my opinion, we have made every change which we thought would 
contribute to market stability and more constructive exchange opera- 
tions. In fact, we made some changes which were questionable as to 
practicality, but we wanted to be as cooperative as possible. Actually, 
we adopted, with one significant exception, all the suggestions of the 
National Onion Association, which is the primary force behind the 
demand for the abolition of futures trading in onions. This sugges- | 

' 


tion we did not accept is this, that we stop all futures trading in 
onions. 


during the 1956-57 crop year, that is, the year ending March 22, 1957, 
are as follows: 

1. Speculative limits: November, 200 contracts; January, 150; Feb- 
ruary, 100; March, 100, with an overall total limitation of 300 cars. 
There had been no limits previously. 

2. Onions with 3- and 4-percent decay will no longer be deliverable 
on any contract. 

3. Cold-storage onions in Chicago were made deliverable only at 
a discount of 25 cents per bag. We interpret the rule to state, “in 
refrigerator cars on team track in Chicago” to mean that onions once 
stored in Chicago district may not be removed from storage for the 
purpose of redelivery on track. 

4. Onions placed on track must be inspected and delivered within 
5 business days. No more than 5 business days shall elapse between 
any subsequent delivery. Any business day on which the United 
States Department of Agriculture is not inspecting shall be excepted. 

These are not all the changes. These changes work very well, and 
particularly the 25-cent-per-bag limitation and the onions on track. 

Others which are effective on the 1957-58 crop year (ending March 
14, 1958) are as follows: 

1. Opening of November 1958 onion contract deferred: The open- 
ing of trading in onions for November 1958 deliveries was deferred 
to May 1, 1958. 

2. Daily fluctuation limit—onion contracts: Effective April 1, 1957, 
the daily fluctuation limit on onion contracts was reduced from 50 
cents to 35 cents per bag. 

This was made effective in April 1957 and is currently operative. 

Now, in addition to what we have done, the Commodity Exchange 
Authority has done everything, I feel, that they have been able to to 


The changes in the exchange’s rules for futures trading in onions | 
| 
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work with us, to control this market, and I think they have been very 
successful. They did, however, tighten up the speculative limits for 
trading to 100 contracts in any one month—this is far below limited 
trading—and an overall limit of 200 contracts. 

We rescinded one operation and we 

Mr. Hacen (presiding). Will you yield for one question? Mr. 
Heimburger, committee counsel, would like to ask you a question. 

Mr. Hermpurcer. Mr. Harris, in reference to this limit set by the 
Commodity Exchange Authority, that is substantially lower than the 
one you mentioned further up the page. Does that supersede your 
limit and override it ? 

Mr. Harris. It does. 

Mr. Hermeurcer. In other words, that is now the effective limit 
for trading, even though your own limit is higher ? 

Mr. Harris. Yes, sir. 

Mr. Jonnson. Will he explain what he means by the limit of con- 
tracts? Does that mean 1 speculator has only 100 contracts? How 
does that work out? 

Mr. Harris. That is correct, Mr. Congressman, the point being 
that no one could have a position which would have any effect on its 
own market movements. 

Mr. Jouwnson. Is that a separate contract for each car, with 100 
contracts, he would buy 100 cars? 

Mr. Harris. Yes, sir. 

Mr. Jounson. I see. 

Mr. Harris. Mr. Chairman, I would like now to comment briefly 
on a matter that was raised here yesterday. At the time we made the 
two changes referred to in the last of my comments here, we made a 
third change in the hope that it would be constructive. It was not a 
change that had been suggested, to my knowledge, by the Onion As- 
sociation or any group of growers, or any growers, but we had run 
into this situation, that at the tail end of the onion season year, which 
is March in the case of northern onions, when they are faced with a 
heavy Texas crop coming on, as was the case last year, you seem to 
have an overlap of the two crops. 

After giving it a lot of study, our board at a meeting, and I think 
it was a vote of 5 to 4, or a 1-vote majority, voted to, on next March, 
cut off trading on March 7 instead of the 22d, or thereabouts, and allow 
5 business days for deliveries. 

When we announced that, with the thought it would be received 
well, we began to get calls from onion growers along this line, that 
it might be a bad mistake, it might have this result: If a man owning 
northern onions in a surplus wear, and surpluses have been the order 
of the day in all commodities, unfortunately, of late, especially onions, 
if next year, that is, March of 1958, we find we had a carryover of 
onions, faced with an early Texas crop, that they might, because fu- 
tures trading would be cut off on the 7th, be inclined to make delivery 
of onions, more or less dump the onions into the futures market, 
rather than plow them under, which has occurred in some years past, 
and it might cause more of a distress than if we let the thing trade 
out. It was pointed out to us that had we stopped trading in onions 
this year on March 7, you would have caught this low price instead 
of the lower price in the more stabilized market which did result when 
trading was concluded on March 22. 
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Now, the changes made by the exchange, together with CEA regula- 
tions, were follow ed, as I have indicated, bya 1 remarkably stable onion 
market in 1956-57. I want to state here ‘that, inherently, the onion 
market is not a stable one, and drastic fluctuations are no indication 
of abuses on the exchange. The onion market had a record of volatile 
price changes before the inauguration of futures trading in 1942, 
although it “has been less since 

I would like to say also that, under existing circumstances, the onion 
market will fluctuate sharply in some seasons, whether there is trading 
on the exchanges or whether there is not. Periodically, there is over- 
production in onions, and this overproduction has a tremendous 
influence on prices. 

Nevertheless, the onion market for 1956-5 
to mid-January 1957. 

In fact, Mr. Veril Baldwin, president of the National Onion Asso 
ciation, stated in a letter to his membership on February 18, 1957, 
that— 


Previous to our National Onion Chicago meeting, I was advised that it would 
be poor strategy for us to fail to abide by the suggestions of the committee (the 
Special House Agriculture Subcommittee which held hearings last year). To do 
otherwise would antagonize the only committee which could possibly grant us 
our ultimate objective. I was firmly convinced that we had no alternative but 
to follow their suggestion of a waiting period. 


i was pretty stable prior 


This is a very significant letter. 

The “ultimate objecti ive” of the leaders of the National Onion Asso 
ciation is obviously and has been obviously the abolition of futures 
trading in onions on the mercantile exchanges. It is obvious also 
that these leaders are not interested in finding out whether the changes 
in exchange rules and more vigilant supervision by the CEA are to be 
effective. The spokesmen of the association seem determined to kill 
onion futures trading, and these men were only waiting for an excuse 
to resume the effort all over again. 

Undoubtedly, there are many members of the National Onion Asso- 
ciation who sincerely believe that most of their troubles originate from 
futures trading. There are many members of the association who 
favor futures trading, and virtually all of them use the market. 1 
want to make it plain that I am not trying to indict all the members 
of the National Onion Association. Furthermore, I realize very well 
that the producers have their troubles and plenty of them. My mother 
and I still own a farm in southern Illinois and have a hard time making 
money on any crop. And perhaps the exchange has not kept as 
closely in touch with the onion growers as it shoul 1. 

I think that our greatest failing on the exchange, as we have de- 
veloped and learned how to prevent manipulation, is that we did. not, 
at the same time, carry on some effective type of public relations edu- 
cational program which would have taught every onion grower in 
this country how to use that market. 

However, it is a very difficult thing to do. We are going to try to 
do better along that line. 

Now I would like to point out that producer feeling against the 
exchange ignores almost entirely the history of the onion market. 
And also, it may be that some persons who are trying to kill futures 
trading think they stand to gain by a return to a system where a 
comparatively few persons had a powerful influence on onion prices. 


—— ee 
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I want to say here that I have no personal feeling against Mr. 
Baldwin. I think he is a nice gentleman, and I like him personally. 
I am not going to say here this morning that Mr. Baldwin, the 
president of the National Onion Association is one of these men that 
has this feeling that he would gain personally if we went back to 
the good old days, but he has been reliably reported as having said, at 
a meeting in Chicago in December 1955—there were many witnesses— 
that there was a time when a few people could get together, make a 
few phone calls and put the market up 50 cents a bag over night. 
This was before futures trading. This was the “good old days.” 

Mr. Baldwin, through the phone calls, might always work to raise 
the price of onions. So far as I can prove, he has never worked 
against what he considered producer interests except by advocating 
the abolition of their futures market. But if the onion market can 
be increased 50 cents a bag overnight by a few phone calls—in the 
absence of a futures market—it can also be lowered 50 cents a bag by a 
few calls overnight. 

Also, an artificial stimulus to the market, created by a few persons, 
is not generally shared in by the majority of producers, who do not 
understand what is going on and then are not likely to think the rise 
is in response to natural forces. Then, when the reaction comes, the 
market is likely to go lower than it would have had there not been 
manipulation in the first place to put it up. That always happens 
in either a cash or futures market. 

And while I am on the subject of manipulating the onion market, 
I would like to refer you to an action brought by the Commodity 
Exchange Authority against a couple of individuals and a Chicago 
produce firm which deals in onions. I refer to CEA Docket No. 73, 
and the complaint is violation of section 8 (b) of the Commodity 
Exchange Act. 

The charge is that the individuals and firm named entered into a 
conspiracy in 1955 to manipulate the onion market. 

Mr. Baldwin, president of the National Onion Association, is a 
witness for the Government in that case. Curiously enough, the 
hearings in the matter developed the fact that Mr. Baldwin connived 
with the defendants in their manipulative efforts. Moreover, he 
admits the conspiracy, but he is a Government witness and, therefore, 
is immune from prosecution by the Government. Or, to state it 
another way, he turned State’s evidence and goes clear as a result. 

To repeat, Mr. Baldwin admits that he made a deal with the de- 
fendants in 1955 in an effort to manipulate market prices and that 
other members of the National Onion Association were with him in 
the matter. In a hearing on the case in December 1956, Douglas B. 
Bagnell, Deputy Administrator of the Commodity Exchange Au- 
thority, testified that on May 1, 1956, he asked Mr. Baldwin about 
some trading in onions in which Mr. Baldwin took part. Mr. Bagnell 
testified as follows, and I quote Mr. Bagnell. This is a matter of 
record, and the transcripts of the hearing are available. 

Mr. Bagnell said: “Mr. Baldwin replied—and I think there are 
his words: ‘I have been mixed up in a slimy deal; what are you going 
to do to me?’ ” 

Mr. Baldwin also admits that he took part in a deal back in 1954 
similar to that he engaged in during 1955. 














154 ONIONS 


It is true that Mr. Baldwin and other associates in the National 
Onion Association were trying to raise onion prices, or at least to keep 
them from declining. 

But market manipulation is market manipulation. In view of all 
the circumstances, I submit that Mr. Baldwin and some of his asso- 
ciates in the National Onion Association are not on very sound ground 
when they lead a campaign against the exchange on the ground 
that futures trading in onions has been used as a vehicle to manipulate 
prices. 

Mr. Hacen. Mr. Harris, may I interrupt you at that point? 

I think in view of the statements stated as to Mr. Baldwin, that if 
he wishes to reply to that testimony, he should be given an opportunity. 
I do not know whether he is present, but I think he should have that 
opportunity. 

Mr. Harris. I agree, sir. 

Mr. Hagen. Thank you. 

Mr. Harris. The subcommittee, in the report on the hearings last 
year, told the mercantile exchanges, in effect, to see whether they could 
improve their operations. The exchanges set about attempting to do 
so. Meanwhile the Onion Association said, in effect, that it should 
lie low until something happened, and then it would return again to 
the objective of destroying futures trading. 

As I have said, the flareup which happened in the market around 
February 1 gave the Onion Association the opportunity it had been 
waiting for. Let us take a look at the report of the CEA on this 
matter to determine what actually happened. 

On February 2, 1957, the National chen Association issued a re- 
port on disappearance of onions and on onion stocks. This is the 
first 1957 report on stocks and disappearance. Prior to the report, 
word got around that it would be bullish. The market for March 
onions ; opened at $1.70 to $1.73 on February 1, but before the day 
was over it had risen to a high of $2.09 and closed at $2.04 to $2.07. 

After the opening on February 4, a few contracts sold as high as 
$2.18 and $2.20. But the optimism which followed the report issued 
by the National Onion Association quickly dampened. On February 
4 the futures price of March onions closed at $1.95, and on subsequent 
days drifted to a low of 85 cents per 50- pound bag on February 6. 
They didn’t close that low and again there were very few trades at 
that level. 

Afterward the market worked gradually higher and closed out 
as shown on the chart on the final day of trading on March 22 at 
$1.60. 

The summary and conclusions in the CEA report say of this situa- 
tion: 

8. Nothing has been found to support the suggestion that the report of the 
National Onion Association was made available to any person or group of per- 
sons prior to its official release to the membership of the association, which 
was after the close of trading on February 1. So far as is presently indicated, 
the rumors which were current during trading on February 1 were based on 
expectation or conjecture in trade circles. 

T submit that an examination of the CEA report and of the bullish 
report issued by the National Onion Association shows that the 
report of the association itself helped touch off the February flareup 
in onion prices. 
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In its report the CEA says that the speculative activity in onions, 
beginning in January 1957, was stimulated by a general feeling among 
traders that the statistical situation was favorable to higher prices. 
The report continues: 

This bullish sentiment apparently was sharply increased on February 1, at 
which time there were general rumors in the trade that the forthcoming stocks- 
on-hand report of the National Onion Association was expected to be bullish. 

The CEA said—as I quoted previously—there was nothing to indi- 
cate that the onion report of the association was given to anyone prior 
to publication, but admits the “general rumors” that it was expected 
to be bullish. 

Or, to state the matter in another way, the rumors about a vational 
Onion Association report were responsible in large part for the sharp 
price increases prior to February 1. 

The association takes a situation to which its own report contributed 
and uses it as an excuse for resumption of its campaign to abolish 
futures trading. Once the February price fluctuation had taken 
place, the campaign of the association against the exchange began full 
force. 

a hey i issued a series of market letters: 

No. 1, volume 1, dated February 11, 1957, that was subsequent to 
the aero No. 3, undated; No. 4, dated March 8, 1957: No. 5, dated 
March 20, 1957: and No. 6, dated April 17, 1957, which to my know}l- 
edge, as far as I know, was the last one issued. I have these letters in 
hand and ask permission to submit them for the record. 

fr. Hacen. Permission is granted. 

Mr. Harris. In No. 2, the association stated “the futures fight is on.” 
It strongly urged group operation and propaganda techniques. The 
February 12 letter asked : 


te 
Are you going to quit the onion business? Oh. Then you're not? Then you'd 


1 


better hang up your coat, ll up your sleeves, and get read) 


Then followed the boast of having rocked the Mercantile Exchange 


to its very foundation in the campaign in 1956. 


In letter No. 3 there appeared a cartoon which pictured two tomb- 
stones, one Inscribed “In Fond Mi mory of the US Onion Industry 
1700-1957," and the other inscribed “In Memory—not fond—Onion 
Futures Market, 1942-57,” and underneath these was the caption, 


“Which Shall It Be?” 
In letter No. 4, the association attacked an ey nies newspaper 


story which appeared in the Packer in the issue of Ma 2, 1957, en- 
titled “The Puzzle of ce February Gyrations in the esl Market.’ 
I would like to also subi this story for inclusion in the record. 


Mr. Hagen. It is so ciaemalt 

Mr. Harris. In this letter—No. 4—the association urged the onion 
growers to write the Packer and pressure this publication to refrain 
from publishing any further dispassionate stories. 

The Packer has many advertisers who are onion dealers. The 
Packer has been editorially opposed to futures trading, but when the 
publication was fair enough to publish an objective story tremendous 
pressure was applied against it. It was threatened with loss of circu 
lation and advertising. 
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In the National Onion Association Newsletter No. 5, dated March 
20, 1957, the organization advised its readers that “every contact in 
Washington says keep the fires burning,” adding: 

Keep pouring fuel on the fire. Keep it hot. Constant contacts must be kept 
with (1) USDA and Secretary Benson; (2) Committees on Agriculture in both 
the House and Senate; (3) particularly members of House Agriculture Sub- 
committee (George M. Grant, Alabama, chairman); and (4) Members of Con- 
gress from home States and districts. Contact and work with your State com- 
missioner of agriculture, State farm bureau, State grange, United Fresh Fruit & 
Vegetable Association in Washington, and Vegetable Growers of America, Wash- 
ington, D.C. Keep on pitching until this job is done. 

Now, this kind of systematic and hysterical pressure explains the 
letters and other communications urging the abolition of futures 
trading on the exchange. The destruction of the futures market has 
become a fixation, which can hardly be explained on natural grounds. 
Nowhere are you told that rumors about the association’s report set 
off the price flareup. Nowhere are you told that the president of 
the associ: ation himself has confessed attempt ing to manipulate prices. 
Nowhere are you told that the record of onion price fluctuations prior 
to the inauguration of futures trading shows changes as extensive as, 
and more extensive than, those which occurred after trading began. 

Nor has the National Onion Association, so far as I can determine, 
told its members that the CEA report on February price movements 
in onions stated emphatically that there was no manipulation involved. 

As a matter of fact, the newsletter referred to information that had 
been released against the market as much as a year earlier. 

But even if it is evident that the exchange is blameless for the 
February fluctuations, nevertheless it remains on trial. For there is 
the broader question of a place in the industry for futures trading, and 
the question is whether it serves a constructive purpose. Untortu- 
nately the report of the special subcommittee last year raised this 
question. 

So did the report of the CEA from which I have been quoting. The 
report said, in section 7: 

7. It does not appear that the hedgings use of the futures market has been 
of such character as to be of importance in the marketing of onions. 

The meaning of this statement to me is not clear, but it has been in- 
terpreted as indicating that futures trading does not help the onion 
industry. Until this feeling is laid at rest, every major fiuctuation 
tion in the onion market will be followed by demands for the destruc- 
tion of the market. Furthermore, the producers of onions, incited by 
certain leaders, will concentrate on the exchange to the exclusion of 
working on their own real problems. 

So far as futures trading in commodities is concerned, the exchange 
has one cardinal rule, as I think most business has in America. Does 
it work? In some instances (apples and cheese, for example), trading 
was simply not there. Whatever the reason, the trading was too thin 
to furnish a market, and it died of its own volition. 

The reverse is true in onion trading. It does work, and that, as I 
see it, is proof that it serves a useful purpose and furnishes protection 
for those elements in the industry which seek to minimize their risks 
insofar as they possibly can. 

And I think it was apparent in the testimony here the last 2 days, 
particularly yesterday, there was a thread through all the testimony, 
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that people, even though opposed to the market today, those w ho have 
used it constructively ‘for hedging, have made money, including Mr. 
Baldwin. 

The argument is made that there are no large processors of onions 
and, therefore, no individuals or firms which wish to hedge as they 
do in some other commodities. Granted that onions ordinarily are 
consumed without processing, nevertheless, there is hedging in the 
market and plenty of it. And, curiously enough, many of the hedges 
come from the producers, the persons who are being egged on to de- 
mand the destruction of futures trading. 

And of course, there is a good deal of processing of onions in can- 
ning, friend onions, and in Campbell's soup. 

Mr. Piowaty made it a great point yesterday that there was no one 
to take this commodity if it got into distress. He knows very well 
that Campbell’s soup is just one example. At the moment they have 
taken the residue of the onion crop, of the old crap, in Chicago and 
have 50 cars in storage, and they will use several cars a day. And this 
is just one example. 

Mr. Hagen. May I ask a question at this point? Does Campbell’s 
use the hedge ? 

Mr. Harris. Do they hedge their inventories of onions? I do not 
know if they have ever sold or not, but they have bought many onions 
off the market. That was the poimt yesterday, that there were no 
buyers, for some mysterious reason, this was the one commodity in the 
world that merely had sellers and no buyers and, therefore, onion 
prices went low. 

Mr. McIntire. Mr. Chairman, might I ask a question ? 

You stated, Mr. Harris, they bought off the market. Do you mean 
they bought carlots which had been delivered to the board ¢ 

Mr. Harris. Many. 

Mr. McIntire. But they themselves have not- 

Mr. Harris. They may very well have taken delivery. I would not 
want to reveal it, if I knew. But they have filled this need. They 
are one example, and there are others, where people have filled this 
need that Mr. Piowaty talked about yesterday. Chain stores have 
done the same thing, chain-store buyers. 

Mr. McIntire. Might there not be two types of purchasers, though, 
on delivered onions ? 

Mr. Harris. Yes. 

Mr. McIntire. One would be the purchaser who was looking for a 
bargain on a car which had no home, and the other would be a pur- 
chaser who was interested in the cash market and wanted the car 
removed from its influence in the cash market ? 

Mr. Harris That could be the case. 

But I want to make this point. I do not want to comment about 
Campbell’s soup operation. 

Mr. McIntire. I am not talking about Campbell’s soup. Might not 
there be those two types of buyers? 

Mr. Harris. I want to say this, that if you take chain stores, Camp- 
bell’s soup, and processors of that type, I can assure you, and I oan 
present evidence with their consent later, that they have not only 
bought onions from people who have taken delivery, that is, a man 
might get delivery through, let’s say, some commission house inad- 
vert: untly, you understand; where a man might stay in the market, 











158 ONIONS 


not know when his delivery came, and got delivery. Immediately the 
firm would merchandise that. 

Now, those have gone at times to firms like those I mentioned, and 
there have been cases where chain stores have taken delivery, too. 
So you see, there are those two. 

Mr. McIntire. But aren’t there cases now, and I am not so much 
familiar with the onion deal in Chicago, but aren’t there cases where 
you do have folks that are very subst: antially involved in cash de- 
liveries, cash transactions, who do step in on delivery dates and pick 
up cars and divert them out of that market in order that the deliveries 
would not influence the market adversely, as they might if they sat 
there and were rolled over and redelievered over and over. 

Mr. Harris. I am sure that has been done in all markets, grain and 
every other. It probably has a price-strengthening effect when it 
does. 

The available evidence clearly indicates that the amount of hedging, 
relatively speaking, in the onion futures market compares favor: ably 
with the amount of hedging in other futures markets. 

What I have said is this, if you take the figure from the CEA report, 
or any other reliable source, you will find there is a volume of hedging 
in onions proportionally comparable to cotton, grain, or any other 
commodity; and secondly, that the producers themselves use it more 
for hedging th: an they do on retin ‘r commodities. 

For example, I do not believe there is 1 corn farmer out of 2,000 that 
uses the futures market, although the processors do use it. But in the 
case of onions, many growers do use it, as you will hear explained by 
the people from the ‘indus try from all ps urts of the countr y who are here 
today. 

Mr. Jounson. The growers, as a rule, sell on the market? They 
never buy / 

Mr. Harris. A man who owns onions, who wants to hedge, he tends 
to sell. But then, every time he sells he has to buy that back, so he 
bee comes a potent tial buye ry just as a short interest in the stock market 
is not necessarily an influence on stock. In fact, many analysts feel 
a lot of short interest in stock will support a stock market, and the 
same is true in commodities. 

Mr. Jonnson. You say he will have to buy at a later date, or deliver 
for his own crop? 

Mr. Harris. That is right, sir. And he would, typically, prefer to 
yurchase and merchandise his onions rather than to deliver them. 
He would only deliver, sir, if the futures price was higher than the 
cash market at the delivery date. 

Now I hope you gentlemen will not forget that the only support 
price which the onion producer has is the onion futures market. At 
this hearing we have onion growers who will testify that they use 
the market for price insurance and that its destruction would greatly 
increase the hazards of onion production. 

It is a known fact that some well-informed and well financed 
dividuals could use their knowledge and money to great advantage, 
and did so, in the days prior to onion futures trading. They were 
able, in many instances, to buy cheap from the smaller producers 
and sell high in the marketing centers. And some of them were able, 
as Mr. Baldwin has stated, to make a few phone calls and affect the 
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market overnight. I think some of these men feel that the death of 
onion futures trading would bring back the good - days. 

But the abolition of futures trading would, I am afraid, find them 
sudly disappointed. More and more, the chains and other outlets 
which buy onions and other fruits and vegetables in tremendous 
qui intities tend to dominate the mar ene The ending of future trad- 
ing in onions would make them even more a factor than they are 
how per spenngi? onions. 

At present, when onion prices sink on the futures markets, specu- 
lators are attracted to what they think are bargains and, even if the 
big buyers are absent, the buying by the speculators tends to send 
prices upward and to give the market volume and ac tivity which it 
would not otherwise possess. 

ft is entirely ame as the CEA admits, for the cash market in 
onions to be manipulated. The abolition of the futures market would 
remove or weaken the jurisdiction which CEA now has over the cash 
market and, consequently, would make manipulation of that market 
easier, 

At present the futures market furnishes protection for the grow- 
ers and others who wish to use it for such purposes. In fact, some 
of the very men who demand the abolition of the futures market 
aaah during the past season, profited through the use of it. 

I wrote this prior to Mr. Baldwin’s testimony of yesterday. 

I Saat that this hearing goes into the very fundamentals of this 
matter and, for once and all, lifts the cloud which hangs over our 
market. . 

It is time that the entire union industry joined in a constructive 
and vigorous effort to nee the more orderly marketing and in- 
creased consumption of this fine food. Toward this end, the Chicago 
Mercantile Exchange is prepared to make its full contribution. 

I would like to end my presentation by repeating the conclusions 
which Mr. Mehl reached in a report on this matter last year. As I 
have stated, Mr. Mehl is one of the best informed men on the fu- 
tures market in this country or elsewhere. His conclusions, which 
are as apropos now as they were last year, follow : 

l. apa upon speculative positions and daily trading, as author- 
ized in the ¢ ‘ommodity Exchange Act, are a useful and effective tool 
in ie sednatakion of an active futures market such as the onion market. 

2. It would be an unfortunate mistake to prohibit trading in 
onions for future delivery without first giving Federal regulation 
under the Commodity Exchange Act a chance to demonstrate its 
effectiveness. 

The abolition of futures trading in onions, as a means of main- 
taining the competitive status quo of nonhedging oma is not the 
way to promote economy and efficiency in marketin 

The hedging of growing or antic ipated crops au s not in itself 
result in increased production. If it does not, it must be because of 
higher returns to farmers who engage in this practice. There is 
evidence that increasing yields rather than increased acreage is the 
real reason. 

5. Perishability, in the degree applicable to onions, does not nec- 
essarily mean that futures trading does not lend itself to successful 
use and economy in the marketing of onions. 
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6. While there are sharp differences in commodities and resulting 
differences in the rules governing futures trading in various com- 
modities, the fundamentals involved in trading in onions for future 
delivery are essentially the same as in grains and other commodities 
in which futures trading is firmly established as a nec essary part of 
the marketing process. 

Now, on this matter of perishability that has been raised here time 
and time again, I want to repeat in effect something I said last year, 
that is merely a matter of degree. 

For example, corn itself is perishable. There has been a lot of 
controversy in this current crop year in this committee, that the 
United States Department of Agriculture was selling corn which 
was out of condition after relatively a short period of storage. 

Obviously it would be ridiculous for me to say that corn and 
onions are the same in this matter of perishability, but the fact 
is that you can keep onions for some time, you can keep them and 
they will last until next March, and so as I said, it is just a matter of 
degree. They are different from some other things, all of these 
commodities vary in this perishability f ature. 

If you were to put them all in one long list, you might start out 
with cotton and wheat and corn and so forth and you might end up 
with onions and potatoes, but it is a matter of degree, and I think it 
has been greatly overdramatized. 

As for that being a handicap, necessarily, as a matter of fact 

I think that in this day and age there is even some advantage in hav- 
ing a commodity to deal with that is perishable because if you hap- 
pen to have a dumping year, whether the commodity happens to be 
lettuce or sweet corn or any of ee other vegetables, or what not, 
at, least you get rid of it that year and you have a running start 
next year. And if that was the case in some of these other commod- 
ities, you would not be seeing these items that we saw in the papers 
last night, and even this morning. 
We were quite gratified that the Agricultural Marketing Service 
came up with a report that we were not aware of until it came up 
before this committee the other day. I would like to read just two 
paragraphs insofar as they related to my own testimony: 

Shuffett’s study showed that 92 percent of the variation in season average 
prices was explained by changes in production and income in the period 1921—41 
now, that is before futures trading— 
and our analyses show 92 percent for the period 1921-55, and 99 percent for 
1947-55. This indicates that production and income accounted for a larger 
proportion of the variations in cash prices during the 1947-55 period than 
during 1921-41. We can thus make a comparison statement that the resid 
uals (price changes not explained by these factors) were smaller during the 
period 1947-55. 

Now, if you read that carefully, you can understand that there 
they have said that the basic factors, n: amay, production and income, 
accounted for 99 percent of the price changes during the 1947-55 
period, which is a futures trading period and it accounted for even 
less, 92 percent, in the other period. It seems that there is only 1 
percent of the price changes that have been caused by futures trad- 
ing and apparently 8 percent caused by some unexplained factor 
price thereto. So that is vethee conclusive. 
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But I am even more impressed by the last paragraph of the subject 
study. If you will permit, I will read that: 

The Marketing Research Division, Agricultural Marketing Service, is plan- 
ning a study of the economic importance of futures trading in onions. Work 
will be started later this year. Major attention will be given to the following 
questions: (1) How does the futures market operate, and what uses are made 
of it by firms or individuals handling onions; (2) who uses the onions futures 
market; (3) what is the relationship between cash and future onion prices; 
(4) to what extent is futures trading used by growers and handlers to obtain 
credit; and (5) how important is the role of futures trading in the marketing 
of onions. Information necessary to develop answers to these questions will 
be obtained from individuals and firms in the onion industry, the New York 
and Chicago merchantile exchanges, regulatory and reporting agencies, such 
as the Commodity Exchange Authority and the Market News Service, and trade 
sources. 

All we want is an understanding of our problem. All we want is 
fair judgment of it. 

And this study, or any other constructive study that will throw 
light on it is, of course, more than welcome. 

“T have only one other very smal] point which I would like to make 
and then I will be glad to submit to questions. 

Congressman McIntire has raised a number of questions during 
these hearings and he raised one yesterday that I would like to com- 
ment upon. 

The question was this, as I recall: At the time of the so-called 
flareup in February, did the cash market dry up; was it disrupted ? 

Yes, it did. 

Mr. Cressio, who has this Tabb’s Service out of Chicago, which 
I think is very reliable and conceded to be such, and I do not think 
that any member of the committee or anyone present here would have 
any controversy about that, Mr. Cressio runs an objective reporting 
service—he pointed out that at the time that was occurring, he said 
that Texas onions were coming in very rapidly, and | had a report 
25 cars coming right away and 50 cars at an early date. 

Now, that did not ac tually happen because of unpredict: able factors. 
For one thing, they had California-type weather in Texas a good deal 
this spring—but that was a big factor, that Texas onions were sup- 
posed to be coming In. 

But any time that you see a market that is fluctuating wildly, as 
this did at that time, naturally it puts the buyers on the sideline 
temporarily and it would have that effect. 

Mr. McInvine. May I ask you a couple of —— here? Do you 
know whether there was a substantial inventory in Chicago and if 
momentarily that closed off the supply ? 

Mr. Harris. Well, there may have been a few cars on track, but 
I do not think there was any heavy supply at that time. There was 
not in storage, I know. 

Mr. McIntire. I was curious whether or not some rather substan- 
tial activities on futures was so controlling that it dried up the cash 
market and developed a significant aspect of the futures market in 
relation to the cash. 

Mr. Harris. Well, Congressman McIntire, when the prices moved 
rapidly up and then reac ted, as prices tend to do in the futures market, 
as I say, they were sidelined temporarily. And I think that is one 
good thing about the futures market, it adjusts itself so rapidly 
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toward changing conditions. It reacts to good news and bad news, 
and stability comes back quite rapidly as it did in this case. 

I want to thank the committee for this opportunity that we have 
had. I would like to take more time, but I feel that I might be keeping 
waiting the growers who are here to testify—and some of them are 
planting onions, you know, as late as 9: 30 yesterday, one boy said, and 
[ am sure they want to go back. It isa Friday, and I doubt whether 
they will be back again, . whereas I can come back at any time. 

Mr. Grant. Any questions by members of the committee 2 

Mr. Hacen. Mr. Harris, we have touched upon the idea of m: Anipu- 
lation in this onion futures market. However, regardless of whether 
there was manipulation or not, there is speculation, and excessive 
speculation, I mean, would not, the existence of excessive speculation 
in and of itself, be as bad as manipulation / 

Mr. Harris. Well, for this short period, the CEA report says that 
there was excessive speculation. But in any business activity, and I 
don’t care whether it is the automobile business or any kind of busi- 
ness, farming, or anything else, you w ill find that there are periods of 
time when something happens that is criticized. 

We do not claim that the futures market is perfect. But we do 
claim that it is an excellent vehicle for people that want to use it. 
For those that do not want to use it, it is a free country. 

And we feel that if somebody does Act that is wrong, then 
he should be prosecuted. We feel that the CEA has great authority 
but if more is needed, then Congress ought to give it to them. 

But I think that to burn the village just because one criminal i 
at large is rather a drastic measure. I am shocked, frankly, at the 
severity of the proposal of the proponents of these bills, at our 
opponents. 

Mr. Haagen. Of course, it is true that speculation on the cash market, 
that in itself would radically affect prices. 

Mr. Harris. Sir, all I would ask is that you and the people in the 
Congress and in the Department study that and I am sure that you 
will find it is not the case. I will be glad to rest my case on that, 
sir. 

Mr. Hagen. One more question. 

The fact has been mentioned that with a futures market not in 
existence, that before there was a futures market, you mentioned, in- 
dividuals could and have affected greatly the prices of a commodity 
by a few telephone calls. What category of individuals would be 
in that position / 

Mr. Harris. Well, I think that might be true in other perishable 
commodities, even today. I think that the growers even from your 
district, Congressman, are complaining about that in the case of other 
commodities—and in vegetables, particularly, and I am sure that 
you have had such complaints. 

Mr. Hacen. Well, a multiplicity of buyers could be guilty of that. 
but not to the extent, though, where only a very few people who deal 
in a commodity. 

Mr. Harris. Well, there are quite a great many, and I think com- 
petition is the greatest protection that any of us have against any of 
these things, against being taken advantage of. 

There is one thing that the onion futures market does, it lets the 
growers know, through the newspapers and the radio what the price 
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is and they do not have to depend on any loose conversations, they 
don’t have to hear it by a phone call. 

Mr. Hacen. But in the case of other commodities where there are 
no futures, the growers still get the information, they have the market 
information from the Department, there are quotations from the vari- 
ous markets and I can take a newspaper in my hand, and the grower 
van, and he knows what grapes are selling for in Baltimore. 

Mr. Harris. Well, that is a great improvement, of course, since I 
have been on the farm and I think it is wonderful. 

But I also think that it sort of strengthens my point, that even if 
the futures market were abolished as some people are proposing, these 
people who think that they want to go back to the good old days, they 
will be disappointed because I think those days are gone forever. 

Mr. Hagen. That is all. Thank you. 

Mr. Teacur. Mr. Harris, you probably know that Mr. Hagen and I 
are both from California. 

Mr. Harris. Yes. 

Mr. Tracur. So when you made that reference to “California-type 
weather” in Texas, I am sure you knew it was a great compliment. 

Mr. Harris. I ought to be a very good politician. 

Mr. Grant. Mr. McIntire? 

Mr. McIntire. Just 1 or 2 

Mr. Harris, I think that part of our problem in this area is, and it 
is one that certainly is not comparable to other commodities, one of 
marketing a perishable crop such as onions and, of course, potatoes. 
But ti alking ea onions now, do you not think that the closer you get 
to having a crop that is perish: ible, in other words, the more per ‘ishable 
that commodity is, then does not all the more important become the 
handling of the futures market so to handle it as not to get over into 
having quite a lot of trading done on the basis of rumors and things 
of that sort ? 

You made reference to the National Onion Association’s report. Do 
you not think that had there been no National Onion Associations’ re- 
port, that even more speculation and more rumors might have existed 
than if they did not have that report, or Government reports? And 
I am sure that is true on the New York board, and they have reports 
because of the fact that they have information coming in from various 
sources, from the various producing areas, and they are also getting 
pr ivate reports, and the less reports there are, then the more they have 
to resort to guesses, and the more perishable the commodity, then the 
more those guesses have an influence on the market. 

Would you care to comment on that ¢ 

Mr. Harris. Could I have that question broken down, please ? 

Mr. McIntire. Well, first, do you not think that the more perishable 
the commodity, then the more that market depends upon the day to day 
gossip, you might say. That is what it amounts to in the full sense of 
the word, conversations, and the opinions of those who are as well 
informed or better informed than the next fellow, and the more perish- 
able the commodity, the mare the market rests from day to day on 
somebody’s opinion as to whether supplies will be longer and so on; 
and then if a report, and it makes no difference whether it is the 
National Onion Association report or whether it is by a Government 
report coming out on the 10th in relation to an estimate as to the 
previous first of the month, then because of the perishable nature of 
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the commodity as related to futures—just the same as in the cash mar- 
ket—somebody is making a guess as to which way the market is going 
to go! 

Mr. Harris. Frankly, Mr. McIntire, and I say this very sincerely, I 
believe it is not due to that. 

I think that the trouble in the onion market, and with potatoes, is 
due to the fact that those markets for those commodities are newer 
markets. 

And the same thing occurs in grain. When the Government re- 
ports—you find a movement in the market, and if you read the news- 
papers you will find that they are discounting the Government re- 
port, bullish or bearish—I think that here we have a new market de- 
veloping and I think it would be tragic, with 1 year of stable opera- 
tion, with only that one little inc ident, to abolish it—it would be 
destroying a service when it was becoming more useful and more 
baer uctive for the users of onions. 

I do not deny that there is something in what you say, but I think 
there are more important things. I do not deny that onion prices 
are volatile, more volatile than see prices are, even without sup- 
ports, but I think that was the case before futures trading, and | 
think that is now the case and I think it will be the case if you gentle- 
men pass this legislation. 

Mr. McIntire. Of course, sitting in your position there, you cer- 
tainly could not accept, as a representative of the exchange, the idea 
it has no value—— 

Mr. Harris. No, sir. 

Mr. McInvire. Well, I think we can pretty well understand that, 
your position in relation to your exchange. 

But I think, discussing this report of a year ago, it indicates or 
perhaps indicates to the subcommittee that there was a substantial 
area where, the more perishable the commodity, the less it would 
be possible for the exc fi ange to operate without a substantial influ- 
ence on those onions, going up and down. 

That is all, thank you very much. 

Mr. Hagen. Committee counsel wishes to ask a question or two. 

Mr. Hermpourcer. First, have you given any thought to further 
reducing the limit on the amount of price change that would be al- 
lowed in 1 day on onions? 

Mr. Harris. Sir, I recommended to our board that it be reduced to 
25 cents rather than 50 cents. The majority voted to keep it 35 cents 
for this reasoning, which I respect : 

Those limits are two-edged, like anything else we encounter in life. 
If it is set too low, then it can act like a magnet. For example, take 
the case of soybeans where it is 10, then if there is no international 
occurrence that happens or if the Government’s policy changes over 
night, and when it changes it has to be that way, I have seen numerous 
times when the market might go up 8 cents, and it gets to there and 
they say it must go to the limit, it acts almost like a magnet and if you 
are shortening that market, you may be willing to stay short and will- 
ing to let it adjust itself later; but if you feel that it will stick to that 
limit, you might be what we call locked in the market. 

The onion market has not gone at the 50-cent limit this year and 
only once since I have been with the board, in 1953, and that was 
when they had this hurricane in New England, and then if we had a 
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10-cent limit a man might have been locked in the market for about 
a week at that time. 

I can assure you we will give further consideration to reducing the 
limit. I can assure you that we will give consideration to any other 
constructive suggestion made by the Department or anybody else. 

Mr. Hermpurcer. And what effect did the limit have this year / 

Mr. Harris. I think the extreme move this year was 38 cents, the 
testimony will show it, and it did not have much effect. 

Mr. Hermpurcer. Just a little bit 4 

Mr. Harris. Just a little bit. 

Mr. Hermpurcer. Just one other question, Mr. Harris. Since onion 
trading has been—from the postwar years, from 1947 until the pres- 
ent, has there been any year to your recollection when at some time 
the futures price has not been at a fairly high level—what might be 
considered a satisfactory price, taking into consideration the supply ? 

Mr. Harris. I think if these gentlemen have time to testify this 
afternoon, you will hear case after case after case where they will 
tell you that has been the case every year, as the record will show. 

If there are no more questions, I thank you very much. 

Mr. Grant. Thank you very much, Mr. Harris, and we will try to 
gather up some lost time this afternoon with the witnesses. 

Mr. Harris. Mr. Chairman, we would like very much to have Mr. 
Hieronymus to be the next witness. 

Mr. Grant. All right. 

(The documents submitted by Mr. Harris are as follows:) 
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Hast LANSING, Micnu., February 11, 195 
INTRODUCING YOUR NATIONAL ONION ASSOCIATION NEWSLETTER 


Things are poppin’. You ought to know about them. So. as a result of the 
suggestion of Lee Hayes, your director from Caldwell, Idaho, here’s the first 
copy of your National Onion Association Newsletter. This is a start. Don’t 
expect a letter at regular intervals. Newsletters require news. No news—no 
letter. They may come twice a week or once in 2 months. Don’t expect your 
secretary to be the only source of news. If you have an idea, an opinion, your 
neighbor’s storage burns or you become grandfather of triplets, that’s news. 
Send it to us and we get it out 


rHE NATIONAL ONION ASSOCIATION HEADS FOR FOUR-POINT PROGRAM 


‘he National Onion Association seems about to graduate from the long-time, 
one-activity organization to a program designed to tackle several onion-industry 
problems. Supplying dependable onion statistics, fighting futures trading, pro- 
moting onion consumption, and determining some method for regulating flow of 
onions to market seems to be the four-point program the onion industry needs. 
That’s what it boils down to after many contacts—personal, mail, and phone— 
with our members. 


HERE'S WHAT'S BEING DONE! THE STATISTICAL REPORT 


The statistical report has been the basis of the National Onion Association 
for 30 years. We're proud of it. Some 150 reporters throughout the country 
conscientiously supply the local facts. Sure, we know that occasionally facts 
are distorted, sometimes by error and much less frequently, deliberately. As the 
total mass of figures is assembled these occasional distortions usually stand out 
like a sore thumb. When they do, checking is immediately started to get the 
accurate picture and any distortions of fact are removed. When the report is 
finally prepared, it is a reliable guide for use in your business. If used with 
good judgment, it can be worth far more than the cost of association dues has 
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ever been. The report, when completed, is placed in the mail Friday night 
before the first Saturday in the month. Here’s a tip: Save your telephone 
money, at least until Saturday noon. Every Friday night that a report is mailed 
our telephone rings many times with folks wanting advance information. Your 
secretary, on the Friday night that a report goes out will enjoy visiting with 
any member about any topic except onions. No member is entitled to report 
figures any earlier than those figures reach all members. After midmorning on 
Saturday, figures can be sent by collect wire or by phone in case your report 
copy failed to reach you. 


THE FUTURES FIGHT IS STILL ON 


The policy of the National Onion Association continues strongly opposed to 
futures trading in onions. The relatively Small volume of the total and the 
perishable nature of onions make the commodity a cinch for manipulation 
illegal manipulation—in futures trading. NOA president, Veril Baldwin, has 
been in Washington during the past week conferring with Government and con- 
gressional leaders about House of Representatives bills 19383, 1935, 376, and 
Senate bill 788. 
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FUTURES FIGHT IS ON 


Are you going to quit the onion business? Oh! You’re not? Then you'd 
better hang up your coat, roll up your sleeves and get ready to fight. There 
are now, introduced in this session of Congress, four bills and a fifth expected 
which read: “No contract for the sale of onions for future delivery on or sub- 
ject to the rules of any board of trade in the United States shall be made by or 
through a member of a board of trade which has been designated under section 4 
as a contract market.” 

This provision eliminating futures trading in onions must pass both Houses 
of Congress this session. 

1956 EFFORT A SURPRISE 


During the December, 1955 NOA annual meeting in Chicago the first resolution 
ealling for elimination of futures trading in onions was passed. In the follow- 
ing season the NOA, its members and friends, put up a battle that rocked the 
mercantile exchange to its very foundation. That institution had gone on 
blythely destroying an industry, secure and unconcerned in the feeling that the 
union industry was too stupid, weak, and unorganized to defend itself. The 
1956 fight came very close to going over the top in removing onions from futures 
trading. The Agricultural Committee in Congress asked that the CEA be 
allowed 1 year to eliminate the evils of futures trading by regulation. They’ve 
done a commendable job through part of the winter. It must be pointed out 
that they’ve had considerable help from the mercantile board, which insisted 
its members stay pure and lily white during this trial period. 

But when prices moved up to a level justified by supply and demand, the 
speculating shorts panicked. Rules were forgotten. The CEA, even their own 
mercantile board, could not hold them. The very nature and size of the onion 
crop as a commodity makes manipulation inevitable. Certainly, the fiasco of 
the last 10 days has destroyed any hope anyone may have held for cleaning up 
onion futures trading by regulation. 


PITCH IN NOW 


The only remedy for the evils in onion futures trading is the elimination of 
onions from the futures boards. You, your neighbors, everyone in the onion 
industry must work—now. 

The bills in Congress are: 

House bills: H. R. 1933, introduced by Representative Gerald Ford, Michigan; 
H. R. 1935, introduced by Representative Robert Griffin, Michigan; H. R. 376, 
introduced by Representative Gracie Pfost, Idaho. 

Senate bill S. 778, introduced by Senator Richard L. Neuberger, Oregon. 

We must give these bills unlimited support. Here are the people to contact, 
Wire, write, or call: 
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First: Representative George M. Grant, chairman, House Agriculture Subcom- 
mittee. Representative Harold D. Cooley, North Carolina, chairman of the 
House Agriculture Committee. Senator Allen J. Ellender, Louisiana, chairman 
of the Senate Agriculture Committee. 

Request these men to support these measures in their committees and bring 
them to the floor of Congress with a favorable report. 

Second: Contact the sponsors of these bills as listed above, expressing your 
appreciation for their efforts and offering support. 

Third: Very important, contact your local Representative and Senators urging 
them to contact members of the Agriculture Committees for support and favorable 
action. 

Fourth: Contact your local farm organizations, Grange, Farm Bureau, 
Farmers’ Union, your other trade organizations such as the United Fresh Fruit 
and Vegetable Association, 777 14th Street NW., Washington 5, D. C., and 
Vegetable Growers of America, Washington, D. C., and urge their support. 

Wires or letters to Congress should be addressed : 

Representatives, care of House Office Building, Washington, D. ¢ 

Senators, care of Senate Office Building, Washington, D. C 

There are at least 10 contacts to be made by every member of the onion in- 
dustry Do this job now—let’s do it all the way. 

Sincerely, 


. 


J. W. Rose, Secretary. 
YP. 5 Get those dues, memberships, and new members in fast, too. We're 
told the exchange has just added another $2'% million to their kitty to fight with. 
This fight can’t be won without funds. 


MAKE THESE CONTACTS 


Express your thoughts and feelings in your own language. 
1. Express your concern and appreciation to bill sponsors: 
tepresentative Gracie Pfost, Idaho, bill H. R. 376 
tepresentative Gerald Ford, Michigan, bill H. R. 19383 
tepresentative Robert Griffin, Michigan, bill H. R. 1935. 
Senator Richard L. Neuberger, Oregon, bill S. 778. 
2. Committee chairmen : 
Representative George M. Grant, chairman, House Agriculture Subcom- 
mittee, 
Representative Harold D. Cooley, North Carolina, chairman, House 
Agriculture Committee. 
Senator Allen J. Ellender, Louisiana, chairman, Senate Agriculture Com- 
mittee. 
5. Your own Congressmen from enclosed lists. Senators should be in care of 
Senate Office Building, Representatives in care of House Office Building. 
4. Evra Taft Benson, Secretary, United States Department of Agriculture, 
Washington, D.C 
5. Your local State commissioner of agriculture, local and State Farm Bureau, 
Grange, Farmers’ Union, and trade associations. 
United Fresh Fruit and Vegetable Association, 777 14th Street NW., Washing- 
ton 5, D.C. 
Vegetable Growers of America, 528 Mills Building, 17th and Pennsylvania 
Avenue NW., Washington 6, ID). C. 
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WHICH SHALL IT BI 


It’s up to you. You've learned during the past 15 years, certainly the last 4 
years, and positively the last 3 weeks, that legitimate onion growers and shippers 
‘annot live with the onion futures market. Oh, yes, you’ve been told you must 
learn to live with onion futures. Then you’ve heard that growers were too dumb 
to use futures. And all the time financially the onion industry has been bled. 
Grower after grower has grown financially weaker, until, as a member of the 
onion industry, you can almost make out his name on that stone there to the 
left. Can you make it out? Not your name is it—not quite yet? Well, don’t 
just sit there complaining. Do something about it. Let’s make sure which tomb- 
stone it will be. On an attached sheet is the list of people as given in the last 
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newsletter that you should contact. Letters have begun to flow in from all onion 
sections. Are you pitching? Have you made your 10 contacts? If not, write 
them tonight. Say what you think and feel in your own language, but say it. 
Every member of the onion industry must work like he intended to get the job 
done singlehanded. 

USDA SUPPORT ESSENTIAL 


Congresswoman Gracie Pfost of Idaho has just advised us that her onion 
futures bill, H. R. 376, is being submitted to the Department of Agriculture for 
their report to the Agriculture Committee in Congress. Apparently the other 
bills will also go through this procedure. In 1956 it was the recommendation of 
the Department of Agriculture that a year of regulation be tried. This recom- 
mendation blocked all chance of getting rid of onion futures trading last year. 
This must not happen again. Secretary Benson must be made aware of the 
serious situation with which the onion industry is faced. Add the name of Secre- 
tary Ezra Taft Benson, Department of Agriculture, Washington, D. C., to your 
list of contacts. Urge the support of the Department of Agriculture in removing 
onions from futures trading on the mercantile exchanges. Also ask your local 
State director of agriculture, Farm Bureau, Grange, Farmers’ Union, and other 
trade associations to contact Secretary Benson as well as Members of Congress. 


DO DOLLARS EQUAL CITIZENS? 


In our battle to be rid of onion futures trading we’re bucking opposition with 
a large amount of money to use in the fight, perhaps several million dollars. 
The National Onion Association funds are very limited. Financially the odds 
are much greater than 1,000 to 1. Sut laws in the United States are made by 
people, not dollars. The expressed opinions of a great many people, large and 
smali, set the rules by Which we live and make a living. Your word, your 
opinion carries more weight than a great many, many dollars spent to buy 
influence. 

We must have, however, the weight of many growers’ and shippers’ opinions 
to win this fight—the fight for the opportunity to continue in the onion business 
without having markets destroyed by speculative manipulation. Enclosed is a 
page with spaces provided for filling in the names and addresses of five growers 
or shippers of onions who are not now members of the National Onion Asso- 
ciation. Fill in these blanks with names of people in your area who are in 
terested in this fight to eliminate onion futures trading and who would be 
prospective members of the National Onion Association. We will put them on 
the mailing list for newsletters and membership information. 

Now—please, contact these five yourself. Enlist their support in the futures 
fight and urge them to join the National Onion Association. We must have 
additional membership, both for strength of numbers and financial support if 
we are to win. Membership blanks are enclosed. Please, please don’t fail to 
get this done. 

Within the next few days you will receive the list of the present National 
Onion Association membership and additional membership blanks. But don't 
wait. Start on this membership job now. Send in those 5 names not later 
than February 28. 

Again, no one can get rid of futures for you—but with every member of the 
onion industry working, it can be done this vear. 

J. W. Roser, 


Secretary, National Onion Association. 
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THE PUZZLE OF THE FEBRUARY GYRATION IN THE ONION MARKET 


The wild fluctuations in the late January and February onion market were 
not due to any report from the National Onion Association. By now, most of 
you have read the front page article in the March 2 Packer by John Cipperly, 
attributing the rise in the market to effects of the February 1 National Onien 
Association report, even insinuating, though not actually stating, that the report 
was greatly in error reporting many less onions than were actually on hand. 
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Here are the facts. The National Onion Association report was not available to 
anyone before Saturday, February 2. The figures on the report were not complete 
before 3: 30 p. m. Friday, February 1, after board closing. We didn’t have them 
ourselves in the National Onion Association office before that time. The reports 
were mailed at 8:30 Friday night in the East Lansing Post Office. No one by 
mail, phone, or personal contact had any figures from that report before Saturday, 
February 2. All National Onion Association members know this release date 
and realize Cipperly’s story had no basis. As you know, March futures opened on 
January 28 at $1.47 and closed Friday, February 1, at $2.07, a 60-cent rise, all 
before any National Onion Association report was published or even completed. 
Monday, February 4, they opened at $2.20—13 cents up—but within minutes 
dropped back to the range of Friday’s trading. The Packer has promised the 
National Onion Association front page space in the March 9 issue to answer this 
article. A letter from you to the Packer would help set this matter straight. 


THE FUTURES FIGHT 

We're rolling in high gear. The bills in Congress, H. R. 376, H. R. 1933, H. R. 
1935, and S. 778, have gone to the Agriculture Committees in the House and 
Senate. These committees must ask the United States Department of Agriculture 
for an opinion on the bills. Congress is aware of our efforts. The National 
Onion Association office has copies and reports of letters coming from all onion 
sections. 

Charles Burns, Nampa, Idaho, has made many many contacts. He’s working 
closely with Representative Pfost. 

Howard Dunlap, Marshall, Mich., made all 10 contacts; has been in correspond- 
ence with Chairman Cooley. 

Ike Griffin, Rocky Ford, Colo.—500 cards mailed to members of onion industry 
urging support. Excellent response. 

Ted Munson, Hollandale, Minn.—many letters and wires; good contact with 
Congressman Andresen, Knutson, Thye, and Humphrey. 

Abe Ruderman, Huntertown, Ind.—heavy correspondence with USDA and 
Congress. 

Bill Brand, Atlanta, Ga., is working with Ike Griffin on mailing. Also good 
contact through Georgia Commissioner of Agriculture. 

Omer Pohl, Albion, Mich.—10 excellent letters describing affects of futures. 

Veril Baldwin, Stockbridge, Mich.—trip to Washington for personal contacts. 
Working closely with Congressman McIntyre and Senator Potter. 

Dave Lbogue, Portage, Wis.—tirst-hand contact with numerous Congressman. 
Strong support. 

Don Buller, Wisconsin Dells, Wis.—many contacts, phone, wire, and letter. 

Frank Calarco, Elba, N. Y.—mail contacts and good local newspaper article. 

Indiana Potato Growers’ Association.—resolution opposing onion futures trad- 
ing sent to Members of Congress. Also contacting Ear] Butz, Assistant Secretary 
of Agriculture. 

Felix Zeloski, Antigo, Wis.—many letters, good contacts; along with others 
working through Wisconsin Commission of Agriculture (McDowell). 

Ed Muir & Sons, Salt Lake City, Utah—made all mail contacts, directing 
others to contact Secretary Benson. 

George McIntyre, commissioner of agriculture, Michigan, and D. N. McDowell, 
director of agriculture from Wisconsin—direct contract with CEA. 

Those are just a few that we've had word from. Let us know what you’re 
doing. From what we hear all over the country this is a very small sample of 
the activity in support of antifutures legislation. 


COLORADO DONATES $1,000 


Special mention must be made of the action of the Associated Colorado Growers 
and Shippers, Ine., in voting a contribution of $1,000 to support the futures 
fight. All the Colorado association members go on the mailing list for newsletters. 
We hope they'll eventually all be members. 


NEXT MOVES NOW 


The bills eliminating onion futures trading face two bottlenecks. First, we 
must have favorable reports from the United States Department of Agriculture. 
Your best contacts with the USDA are you Congressmen and particularly your 
State commissioner of agriculture. Contact him. Explain the problems of 
futures trading. Get his help. 
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Next, we must have support of the members of the Agriculture Committees in 
Congress. Contact those members from your State. The committees are listed 
on the enclosed sheet. 

THE BLUE SHEETS 


The blue sheets with space for names of five suggested members are beginning 
to come in. Those names are added to our newsletter list. Every mail brings 
additional new membership. Don't fail to send in your list and then coni.ct 
these people for membership. 
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ONION FUTURES HEARINGS PROMISED 


Word from Washington is that hearings on the bills to eliminate onion futures 
will be held very shortly after Easter, probably the week of April 20. We had 
hoped for an earlier date. Every contact in Washington says, “Keep the fires 
burning.” The onion industry has come a long way in the past 8 months toward 
ridding itself of the burden of futures trading. Don't let up. Keep pouring 
fuel on the fire. Keep it hot. Constant contact must be kept up with: (1) 
USDA and Secretary Benson, (2) Committees on agriculture in both the House 
and Senate, (3) Particularly members of House Agriculture Subcommittee, 
George M. Grant, of Alabama, chairman, (4) Members of Congress from home 
States and districts. Contact and work with your State commissioner of 
agriculture, State Farm Bureau, State Grange, United Fresh Fruit and Vegetable 
Association in Washington, and Vegetable Growers of America, Washington, 
D. C. Keep on pitching until this job is done. Call or write. Ask about 
progress. Urge support. 


NOW SIX BILLS IN CONGRESS 


Congressman Ullman, of Oregon, and Senator Potter, of Michigan, have now 
introduced bills calling for the removal of onions from futures trading. The 
six bills now introduced are: Pfost, H. R. 376; Ford, H. R. 1933; Griffin, H. R. 
1935; Ullman, H. R. 3418; Neuberger, S. 778: and Potter, S. 1514. Any one of 
these will do the job. Urge support of all of them. 


WISCONSIN GROWERS MEET WITH FARM BUREAU 


Wisconsin onion growers had a meeting last week at the new State Farm 
Bureau offices and voted overwhelmingly to oppose onion futures trading and 
were promised strong support from the State Farm Bureau organization. Frank 
Wing, Wisconsin Farm Bureau Commodity Director is working closely with the 
group. Jim Swan, Delavan, Wis., ably serving as chairman for the day appointed 
the following action committee to feed the fires from Wisconsin: Jerald Ingersol, 
Sullivan; Dean Kincaid, Whitewater; Fred Schmeisser, Lake Mills; Marcus 
Gumz, Baraboo; Vern Hamel and Dave Bogue, Portage, and of course Jim Swan, 
ex officio. Your secretary appreciated the opportunity to meet with them. 


SURE, THE LADIES CAN HELP 


Here's a paragraph from a fine letter recently received from Mrs. Emery E. 
Owens, Owens Farms, Dousman, Wis. “I think the wives of the onion growers 
are almost as concerned as the growers themselves since onion farming at our 
farm is about as much my business as kmery’s, what with the office in the house 
and telephone calls, errands to run, bookkeeping to be done and Mexicans to 
look after to mention a few of the things I do. If your organization could give 
the wives more responsibility in this matter and suggestions as to how it could 
be a more effective group we'd appreciate it. One wife said perhaps a wive's 
brigade on Washington might be effective. I was in Washington a year ago and 
did contact all the Congressmen I knew then. We surely want to cooperate 
with our husbands.” Her letter gave us here in the office as much encourage- 
ment as 25 new memberships all in 1 mail. The wives certainly are helping. 
When it comes to the real showdown it could become an all-women performance, 
Ladies, two of the most important people concerned with this onion legislation 
in Congress are women. First, Mrs. Gracie Pfost, Congresswoman from Nampa, 
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Idaho, introduced the first onion bill, H. R. 376. Second, Congresswoman Coya 
Knutson, Oklee, Minn., is one of the seven-member House Agriculture Subcom- 
mittee that will handle the House bills. Her support is extremely important. 
Write or call these ladies, care of House Office Building, Washington, D. C. 
Congresswomen Pfost and Knutson teamed up with the wives brigade will be 
almost unbeatable. If a delegation in Washington becomes necessary, we'll 
count on the ladies then, too. 


WHO'S PITCHIN’ 


We can't ever list everyone who’s working hard on this onion legislation 
we'd like to but here are a few we've heard from recently : 

Charlie Burns, Idaho, still heads the list. He has persuaded Idaho's Governor 
Smylie to make a very effective contact with Secretary Benson and | 
pouring out those letters that count. 

Veril Baldwin, Michigan, made several key contacts this week. Has a knack 
for reaching just the right person at the right time. 

John Zerfas, Michigan, excellent article in Eaton Rapids paper, reprinted in 
the Chicago Tribune. 

Ike DeHolland, New York, good letter to Secretary Benson 

Roy Roberts, Sunspiced, Calif., strong contacts wi 


as 


ie just keeps 


th memb of Congress, 
particularly Representatives Teague and Hagen on the Agriculture Subcommittee. 

W. Ek. MeGillvray, California, not only making own contacts but prodding other 
growers t) work. 

Joseph Wiecek, Orange County, N. Y., excellent interview in Produce News. 

Malheur County Onion Growers, Clarence Lee, president, and Turner Bond, 
secretary, sent 2 men to Washington to contact members of Congress, sending 
2 men to Kern County, Calif., to contact Secretary Benson personally when 
he is there. Also strong letter to CEA. 

John C. Datt, American Farm Bureau Federation, supporting efforts in 
Washington, D. C. 

Texas, just spittin’ fire about the whole deal Letter after letter going into 
Texas Members in Congress and to key committee members. Good work. Keep 
fanning this fire. Keep it red hot until the job is done. 

INDIANA GROWERS TO MEET DR. BUTZ 

Indiana Onion Growers will meet with Assistant Secretary of Agriculture, 
Karl Butz, at Purdue University, March 21, to discuss the onion legislation. 
Veril Baldwin and the secretary will attend this meeting. Bill Gehring has 
had a big hand in arranging the meeting with a good assist from Dr. Kent Ellis, 
Purdue horticulture department head. 

Just talked with Bill Gehring on the phone. He stressed the concern of local 


‘ ] 
banks in many onion areas over onion credit Ile suggested the local bankers 


can be effective help by making congressional contacts to urge onion legislation 
support. 


MEMBERSHIPS AND BLUI SHEETS 


Memberships are coming in. New memberships and old memberships being 
renewed. We've been too busy with the legi 





slative job to write “thank you’s” 
and acknowledgements, but we do appreciate the membership drive. Day after 
day the mail brings 1, 2, 38, or more renewals and new memberships. We must 
build membership. Our goal is 1,000 new members. It can’t be done without 
the help of every present member. Send in the blue sheets listing five pro- 
spective members. We'll add them to our newsletter list. Then you buttonhole 
them for a membership. 
FARM PRICES DROP 


Farm prices dropped an average of 2 percent in February, according to Gov- 
ernment figures. Farm costs, the prices farmers pay for goods and supplies, 
went up another 1 percent, a total of about 5 percent above last year. The 
farm price squeeze continues tighter and tighter. All onion growers ask is 
freedom to operate without the burden of organized gambling. If the USDA 
can help make that possible, the onion industry will tackle it’s own cost and 
income problems. 

INCOME TAX RELIEF PROPOSALS 


President EFisenhower, in recent tax study proposals, has suggested the propo- 
sition that farmers be allowed to average income over a 5-year period and pay 
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taxes on a basis of this average. This proposition is part of a requested study 
of changes to give farmers a fairer income tax plan. Should be real help to 
onion growers if it becomes a reality. 

J. W. Rose. 
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HEARING DATES SET 
Congressman Grant’s Subcommittee on Agriculture has announced hearings 
on the onion bills for May 1, 2, and 3, in Washington, D.C. There are now 5 bills 
in the Senate, all worded identically. As we understand it, the hearings will 
be concerned with the five House bills and will also serve as a source of informa- 
tion on the Senate bills. The most recently introduced bill is that of Representa- 
tive W. Sterling Cole, of Bath, N. Y. 










LET’S GET IN THE NEWS 



















Enclosed is a suggested news release. As the hearing dates approach publicity 
is important. This news story should appear in newspapers and be used on 
radio farm programs in every onion area of the country. You Can Help. Fill in 
the names of local people, your own name and others in the blanks of the last 
paragraph and then list the Congressmen you've been contacting. Take the 
news release to your local newspaper and radio station not later than Tues- 
day, April 23. Ask them to use it. It’s vital news to every onion grower, 
shipper and receiver. 

CEA REPORT 





The commodity exchange authority has released its long-awaited report on 
onion trading covering the chaotic January-February 1957 period. Séveral points 
are significant : 

(1) No evidence of manipulation was found. 

(2) Excessive specuiation caused much wider price swings than could be 
justified by supply and demand. 

(3) The NOA report of February 1 played no part in market movements 
until after February 1, a point we constantly emphasized, in spite of rumors from 
the mercantile exchange. 






(4) Hedging use of futures has been of little importance in marketing onions. 

(5) Futures trading has accentuated price trends on cash onions, according to 
this report over short periods only. 

The onion industry is all too well aware of the continued, long-term depress- 
ing effect futures trading has had on cash onions. 











MERCANTILE 





EXCHANGE 





HIRES PUBLIC RELATIONS FIRM 























Don’t get the idea that this fight is won. The mercantile exchange is not 
quietly sitting by accepting the loss of onions as a trading commodity. One of 
their recent bulletins mentioned that the exchange has employed a New York 
public relations firm to help fight the onion legislation. Exchange members have 
repeatedly said that plenty of money was available to fight these onion bills. 
Now they’ve hired specialists to use it. We still say that no amount of money 
or hired public relations firms can equal the force of the expressed opinion of 
the many growers, shippers, and receivers throughout the country. But your 
opinion must be expressed, put in words, put in written form, printed in the 
newspapers, called over the phone. Don’t let up until the job is thoroughly 
done. Overconfidence has beat many a good team. 











HATS OFF TO CHARLIE BURNS 





We mentioned Charlie Burns’ hard work in support of the onion bills in the 
last letter but we just have to comment again. Charlie has kept a steady flow of 
mail coming out of Nampa, Idaho, to Congressmen, USDA officials and members 
of the trade. He urges support, he gives facts. Now, he has started a drive to get 
much-needed additional NOA members. Yesterday’s mail from Charlie brought 
3 new memberships; 4 or 5 others have been mailed in directly due to Charlie’s 
efforts. That’s the kind of support an organization needs if it is to be strong, 
active, and able to meet the industry’s problems. 
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We heard a little story the other day that just fits: 

“Ulcers are caused not by what you eat, but by what's eating you.” 

If it’s onion futures eating you, avoid ulcers. Keep pitching. Write, phone. 
Be sure those onion bills pass Congress. Let’s get rid of onion futures this 
year. 


J. W. Rose, Secretary. 


HEARINGS SCHEDULED ON BILLS To BAN ONION FUTURES TRADING 


Hearings have been set for May 1, 2, and 3 on the seven identical bills now in 
Congress calling for the elimination of onion futures trading, according to J. W. 
Rose, secretary of the National Onion Association. Bills have been introduced 
in the Senate by Senators Potter, of Michigan, and Neuberger, of Oregon. The 
five bills in the House were introduced by Representatives Pfost, Idaho; Ford, 
Michigan; Griffin, Michigan; Ullman, Oregon; and Cole, of New York. Hear- 
ings will be held by the Domestic Marketing Subcommittee of the House Com- 
mittee on Agriculture of which Representative George M. Grant, of Alabama, 
is chairman. 

Mr. Grant was chairman of a special subcommittee which during the previous 
session of Congress conducted extensive studies into futures trading in con- 
nection with onions, 

In its report, that subcommittee found that futures trading in onions per- 
mits speculative action which can adversely affect the price of those commodi- 
ties to the detriment of producers. It concluded that unless such trading could 
be improved so as to prevent damage to producers and dealers, the trading in 
futures contracts of these commodities should be prohibited. 

“Wild speculations and fluctuations in onion futures trading have plagued 
the onion industry since shortly after the beginning of trading in onion futures 
on mercantile exchanges 15 years ago. The perishable nature of the crop and 
the small volume involved have made an entirely unsuitable commodity for 
such trading. In no way can they be compared with grain, cotton, eggs, and 
other commodities of much longer storage life and tremendously greater volume,” 
Rose said. Disastrous fluctuations are inevitable. Onion growers, shippers, and 
receivers are making a strong united effort during this term of Congress to out- 
law all futures trading in onions on all licensed commodity markets. 

Local growers, shippers, and receivers, as well as the mapority of growers and 
shippers in the area, have been actively urging passage of the onion legislation. 
They have been in close contact with Congressmen who are supporting the bills 
in Congress. 


THE NATIONAL ONION ASSOCIATION, 
East Lansing, Mich., February 18, 1957. 
Vembers of the National Onion Association: 


As you all know, the Agricultural Subcommittee which conducted hearings on 
futures trading on onions, recommended a period of supervision and controls, 
with stiff warning to the exchanges to correct evident evils. 

Previous to our NOA Chicago meeting, I was advised that it would be poor 
strategy for us to fail to abide by the suggestions of the committee. To do other- 
wise would antagonize the only committee who could possibly grant us our ulti- 
mate objective. I was firmly convinced that we had no other alternative but to 
follow their suggestion of a waiting period. 

After recently spending several days in Washington, I am equally firmly con- 
vineced that now the timing is right to go all-out in our efforts to have futures 
trading in onions prohibited. Recent market action gives us new and effective 
evidence of the evils of such trading regardless of controls and new regulations. 

Your officers are completely committed to this all-out effort and will be doing 
everything possible to gain our objective, but there comes a time for each of you 
to do your bit, and that time is now. You will continue to get instructions from 
our very able secretary, Jack Rose. Please follow such instructions carefully and 
completely. 


There is nothing so stimulating, and even as enjoyabie, as a good fight. We did 
2 tremendous job last year. We will now do a better one. Our 
now is better than ever. 


Let’s go!! 


chance of success 


VERIL BALDWIN, 
President, National Onion Association. 
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{From the Packer, Chicago, Ill., March 2, 1957] 
THE PUZZLE OF THE FEBRUARY GYRATIONS IN THE ONION MARKET 


(By John C. Cipperly) 









WASHINGTON, D. C., March 1 With the introduction of nearly a dozen bills 
in the House and Senate, the purpose of which would be to ban futures trading 
in onions on the mercantile exchanges, it is appropriate to scan the operations of 
those markets in the last 10 months, following the imposition of more strict 
controls on speculative positions in those markets by the Commodity Exchange 
Authority, and in part by certain restraints placed on deliveries by the Chicago 
Mercantile Exchange itself. 

According to records of the CEA, it is observed that for most of the old crop 
onion contracts on the Chicago market—New York exchange activity in this 
contract is negligible—prices have been reasonably stable and revealed no reason 
for CEA to intervene in any policing action against members of that market or 
traders thereon. 










This condition ran smoothly until February 1, immediately following the issu 
ance of a February 1, 1957, stock position report issued by the National Onion 
Association which reported that total stocks on hand in the Bastern, Western, and 
Central States amounted only to approximately 4.8 million 50-pound sacks, or a 
disappearance in the month of January of about 4.3 million sacks. 















JOLTED PRICES 





The implications of this report jolted the Chicago Mercantile Exchange out of 
its recent stable price activity and resulted in a sharp advance immedately after 
it became public—an advance which subsequently subsided through gyrations 
which this past week resulted in the lowest prices offered on that market for the 
March contract during the January—February period. 

During January, the Chicago Mercantile Exchange showed a slow but steady 
climb of prices on the March onion contract from a high point on January 1, 
1957, of $1.31 to a monthly high of $1.80, registered on January 28, and a closing 
price on January 31 of $1.69, at $1.70. That was the day before the onion 
association report was dated. Price changes during January on this March 
contract, according to observers, did not reflect any evidence of unusual or 
manipulated manifestations. 









THE 





FIREWORKS 





On February 1—the date carried on the onion association report, which 
mailed to association members, the fireworks broke loose pricewise. 

On February 1, the Chicago market for the March contract had a split opening 
of $1.70, at $1.73, or up 8 cents from the close on the previous trading day of 
January 31. The opening bid was the low for that date and at one time the 
March contract was up 39 cents and on that day had a split close of $2.04, at 
$2.07, or up 37 cents on the day 

On the following trading day, or Monday, February 4, when the full distribu 
tion of the National Onion Association’s report is presumed to have reached all 
its members, the March contract really took off in a big way. 

The February 4 opening prices were again split in the range of $2.20, at $2.18, 
or 13 cents above the previous February 1 closing price. But the market failed 
to sustain these gains and finally sold off during that trading session, closing at 
$1.96, at $1.95. 

On February 5, prices regained some of the ground they lost the day before, 
but the daily chart reveals an erratic trend with prices registered at highs of 
$2.14 and lows of $1.94, and closing at $2.01, at $2.02. 


is 


























HIT THE TOBOGGAN 
Subsequently, on February 6, closing prices were 15 cents below the previous 
trading day. On February 7, they really hit the toboggan, falling 48 cents below 
the February 6 closing price to $1.89. An unsustained rally on February 8 drew 
prices up to a day’s high of $1.64, but the close on that day was sloppy in the 
range of $1.47, at $1.45. 

They have never recovered, and closing prices for last week on February 21 
showed a low price of 98 cents for the day and the closing price of 99 cents, or 
more than 16 cents below the lowest price recorded on the exchange for the March 
contract during the January trading period. 
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DIFFICULT TO EVALUATE 


Trading sources here are unable to evaluate the action of the market. They 
agree that the information contained in the report of the association was basically 
bullish on onion prices, but later events appear to have revealed that after the 
trade took another look at it, and made its own evaluation of supply conditions, 
it discounted the bullish aspects. Since the price of the March contract has stead- 
ily sagged since the big February 1—5 bulge, the doubting Thomases appear to 
have greater influence in the market. 

One major weakness in official USDA reporting on onion stocks is that they do 
not appear regularly after the January 1 stock position report until USDA con- 
solidates carlot shipments and truck unloads for the old crop States until about 
mid-May. 

However, officials in the USDA Market News Service say they could not 
quarrel with the approximate association estimate of February 1 stocks. They 
point out, however, that the onion association, in its report for the same period 
last year as to January disappearance, was low by about 750,000 sacks when its 
January disappearance showed 3.2 million sacks for the month, whereas consoli- 
dated USDA figures for that January 1956 disappearance amounted to slightly 
more than 4 million sacks. 

USDA marketing specialists are inclined to believe that through use of rule-of- 
thumb guides the January 1957 onion disappearance of 4 million sacks would 
not be a bad figure. As noted above, no final USDA official estimate of old crop 
disappearance after January 1 report will be available prior to mid-May. 


NEED EXTRA REPORT 


With the onion market so volatile, as demonstrated by the gyrations which 
took place in February, it might seem appropriate that another monthly report 
would be in order so that the sensitive March contract at Chicago would not be 
subject to such violent price movements. 

Congressional leaders who examined the association report, and the price mani- 
festations which occurred immediately after its publication, shook their heads. 
It was told to The Packer here that they hoped to get new hearings started on 
the pending onion bills again in the Grant subcommittee of the House Agricul- 
ture Committee at this session of Congress, and it is suspected that the irregular 
conditions which followed the publication of the association report after nearly 
2 months of relatively stable prices may come under the subcommittee scrutiny. 


Mr. Grant. The subcommitte will adjourn now to meet promptly at 
1: 30. 

(Whereupon, at 11: 55 a. m., the subcommittee recessed to reconvene 
at 1:30 p.m. of the same day.) 


AFTERNOON SESSION 


Mr. Grant. The committee will come to order. 

I believe Dr. Hieronymus of the University of Illinois is the first 
witness. 

If you will come around and have a seat, sir, we will be olad to hear 
from you. 


STATEMENT OF T. A. HIERONYMUS, ASSOCIATE PROFESSOR OF 
AGRICULTURAL MARKETING, UNIVERSITY OF ILLINOIS 


Mr. Hirronymus. Mr. Chairman, I am employed as an associate 
professor in agricultural marketing at the University of Illinois. My 
present duties include supervision of the research teaching extension 
work in agricultural marketing. 

I teach courses in marketing agricultural products, in grain market- 
ing, and in marketing and prices. I am also directly responsible for 
research projects in the economics of speculative markets, international 
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trade in fats and oils, the market for high protein concentrates, price 
interrelationships in grains, and special “differences in soybean prices. 

I was awarded the. degree of doctor of philosophy in agricultural 
economics by the University of Illinois in 1949. 

I have written several technical journal, trade journal, research 
journal, and other articles dealing with various aspects of futures 
trading. 

My primary work at the University of Illinois for the past 8 years 
has been in research related to the economics of speculative markets 
and the markets for soybean products. A close study of futures trad- 
ing and its regulation has been an important part of this work. 

For several - years I was employed as a consultant to the Bureau of 
Agricultural Economics of the United States Department of Agricul- 
ture, and more recently as a special consultant to the Commodity Stabi- 
lization Service and to the Foreign Agricultural Service. 

For a period of several months, while on leave from the university, 
I was employed by the Illinois Agricultural Association to make an 
analysis of their county, terminal, and futures trading activities in 
grain. 

I give you this background simply to indicate that IT am familiar 
with the operations of the commodity exchanges and feel that I under- 
stand their function in the domestic economy. 

In my opinion, it would be a grave mistake to abolish futures trading 
in onions through legislative action. In support of this point of view, 
I wish briefly to discuss four phases of this matter and attempt to 
appraise the effect that abolishing futures trading in onions might 
ye The four topics are: 

. Inherent variation in onion prices; 

2 The evolution and functions of futures markets in general: 
3. Onion futures as a hedging medium; and 
4. Criticism of the onion futures markets. 

Inherent variation in prices: The basic price-making facts about 
onions are very well summarized in a mimeogr _ public ation of 
the Commodity Exchange Authority entitled “Futures Tr: ading in 
Onions,” released in December 1956. 

From a consumer’s point of view, onions are a condiment. We eat 
them because we like them rather than because of their nutritional 
value in our diets, although they do have a definite nutritive value. 
They lend variety and spice. They are consumed as special onion 
dishes, in soup, on hamburgers, and so forth. 

They are not very important in consumer budgets and, at the con- 
sumer ‘level, are not regarded as expensive. When we want onions, 
price is not a major factor. A low price, on the other hand, does 
very little to stimulate consumption. The demand for onions then is 
relatively inelastic. It takes a very big change in price to affect con- 
sumption. 

Onions are perishable. There are early, midseason, and late on- 
ions. The earliest crop is harvested in Texas in March, and the latest 
crop is harvested in the Northern States in September. If we are 
to have onions in the winter, they must be stored from September un- 
til the early harvest the following spring. 

When early onions become available, the old crop onions have little 
value. They degenerate rapidly in the spring. They are not as 


. 
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savory, and they cannot be carried over. The whole of the crop must 
be used up or thrown away. 

These two factors, an inelastic demand and perishability, together 
with unstable production, confront the onion industry with a very 
difficult pricing problem. The supply must be made to last, and yet 
the whole of it must be used up. The supply is not precisely known. 
The National Onion Association and the USDA make estimates of 
supplies, and these estimates may differ sharply. And a small differ- 
ence in supplies makes a big difference in onion prices 

The problem comes ¢ losest into focus late in the season. The great- 
est price changes usually occur late in the crop year. This is why the 
excitement about onion futures typically occurs in February. 

Examination of the attached sheet showing average monthly prices 
received by farmers from January 1928 through December 1956 de- 
picts this ¢ ‘haracter istic of onion pr ices. 

Extreme swings in onion prices were not unusual before futures 
trading, and they have not been unusual since. They are inherent 
in the production of onions. We can hope to reduce them through im- 
provements in the pricing system, and the futures market, as a pricing 
system, affords the best means of improvement. 

I might add that a study of the Agricultural Research Service com- 
paring the variation in onion prices before futures trading and after 
futures trading tends to indicate that the extent of variation is less 
since the beginning of futures trading than it was before. 

Now, my second topic is the evolution and functions of futures mar- 
kets. You gentlemen are familiar with futures markets, and I cer- 
tainly do not wish to impose a lecture about theory upon him. But 
certain fundamentals need to be reemphasized to bring the problem 
into perspective. 

Futures markets are systems of transferring the risks of ownership 
of commodities to people who are best able to carry them and who wish 
to assume these risks. They are systems of appraising and bringing 
into focus all of the factors that affect prices so that a price is estab- 
lished. They do not determine prices; rather, they help find out the 
prices which will move supplies. 

Most crops are harvested seasonally. In the majority of instances, 
the supply must be made to last the whole of the year. Someone must 
own commodities and, generally speaking, whoever does is taking a 
chance on prices. W hether it is the onion grower, the onion dealer, 
the wholesale grocer, or the speculator in a futures market, someone 
must carry the risk. 

Farming is the most risky business there is, and farmers are our 
most important commodity speculators, not in futures, but in cash 
commodities. At any one time they own most of the supply of our 
mi ajor commodities : wheat, cotton, corn, and so forth. 

These commodity owners are important in establishing short-run 
prices. Whether they hold or sell today is a factor in today’s price. 
This is true whether they represent ownership in cash commodities 
or in futures contracts. 

Futures markets are used to hedge commodities. Hedging is a 
process of shifting risks from owners of cash commodities to specu- 
lators in futures contracts. After hedging, the owner of cash com- 
modities is no longer affected by changes in price; the speculator is 
affected. 
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The amount of hedging in futures markets can be measured by the 
number of open contracts. Generally, hedges are short futures con- 
tracts and, on balance, futures market speculators are long futures 
contracts. 

The number of open contracts is usually larger than the amount of 
the commodity hedged. That is, there is a speculative long and 
short position in addition to the speculative long that is opposite the 
net short position of hedgers. 

The open interest builds up as the crop is grown and harvested and 
hedges are placed. It declines as the crop is taken out of storage. 

The open interest is the appropriate measure of the amount of 
speculation in a market. It measures the amount of risks that are 
taken and carried by futures market speculators. The volume of 
trading is not a measure of the amount of speculation. It only indi- 

‘ates the rapidity of turnover of contracts. 

Generally the volume goes up as prices change rapidly, and goes 
down when prices remain relatively stable. The number of open 
contracts and the volume of trading are not closely related. 

The role of hedging is best understood by looking at the origin of 
futures trading. The Ilinois-Michigan Canal was opened in 1848. 
Corn was hauled down to the river by farmers in the winter when the 
roads were frozen, and sold to grain dealers who placed it in storage 
cribs until navigation opened on the waterways. In the spring the 
corn was taken to Chicago and sold to other merchants and users. 

The river dealers had to pay for the corn as they bought it, and 
had to carry the risks of price change from winter to spring. They 
did not have enough money and could not afford the risk. They 
soon developed a practice of going to Chicago and selling corn for 
spring delivery at an agreed price. 

The first of these forward contracts on record was made in March 
1851, and called for delivery in June. After a time, some of the con- 
tracts were sold to people who were neither merchants nor users, but 
who thought the price would go up so that they could later resell at a 
profit. 

Still later, some of the contracts were resold to other speculators. 
Some contracts changed hands many times. The contracts became 
standardized as to quantity, quality, time and place of delivery, and 
terms of settlement. There were problems of settlement of con- 
tracts, of financial responsibility, and of lack of information. 

Eventually rules of trading having to do with the terms of the con- 
tracts, settlement, time and place of trading, and eligibility for trad- 
ing were established. That is, formal futures trading commenced. 
The system got to this stage by 1867, and has been constantly revised 
since. 

Finally, most of the trading in futures was brought under the 
supervision of the USDA. The laws affecting futures trading and 
the supervision of trading have been under constant revision since 
their outset. 

This same evolutionary process can be shown for wheat and, much 
more recently, for other commodities, of which soybeans, soybean oil, 
and soybean meal are notable examples. 

There were forward markets established for soybean oil and meal 
quite a long time before futures trading commenced. Some of these 
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contracts changed hands many times. I have seen meal contracts that 
had been endorsed more than 20 times from one buyer to another. 

There are four steps in the process of development of a futures 
market. 

First, risks, as evidenced by supplies in storage and fluctuating 
prices, exist. 

Sec ma a system of forward pricing develops and is refined. 

Third, existing trade practices are codified into formal futures 
markets. 

And, fourth, trading is brought under public supervision. 

At their full deve lopment, futures markets are open, public markets, 
about which there is a maximum of information and over which there 
is a minimum of control by market traders who seek to further their 
own particular, selfish interests 

Onion futures as a hedging medium: Against this background, we 
ean evaluate futures tradine in onions as a hedging medium. 

Chart I of the CEA publication, Speculation in Onion Futures, 
January—March 1957, shows the orderly buildup of open contracts as 
the growing and harvesting season progressed and the decline in open 
contracts at the end of the season. 

It should be particularly noted that the volume of trading is not 
directly related to the open interest. The number of open contracts 
declined as the season progressed, even though the volume of trading 
went up sharply. 

On page 10 of the publication I just mentioned, there are analyses 
of the market position on January 31 and February 15, 1957. On 
both days, over half of the open contracts were classified as hedging. 
Speculators were about two-thirds long and one-third short. Hedgers 
were almost entirely short. That is, speculators were carrying the 
inventory risks of the hedgers. 

The total of open contracts that were hedges was smaller than is 
typical of the market; that is, January 31 and February 15. 

Sor example, on November 1, 1955, the reporting hedgers were long 

2 percent of the total open contracts and short 43.9 percent. Re- 
porting spec ‘ulators were long 40.5 percent of the open contracts and 
short 6 et The other open contracts were straddling -both 
Jong and short or not known. 

Hedgers’ posi i were 93 percent short and 7 percent long, whereas 
speculators positions were 8&7 percent long and 13 pe reent short. The 
aggregate positions of reporting speculators and hedgers were about 
equal, so that it is clear that he “gers stood opposite sp culators 

Near the end of the 1956-57 season, the proportion of the total open 
contracts that were short hedges declined. On page 15 of the report 
mentioned above, the following statement is made: 

During the important marketing period (November to March) short-hedging 
commitments showed a steady decline and were being replaced by a large pro- 
portion of speculative positions. In other words, during this critical period, 
when onion futures contracts were maturing, the market became increasingly 
speculative. 

Mr. Grant. Doctor, pardon me for a moment for this interruption, 
but counsel has suggested here that it would help clarify your state- 
ment to briefly tell what you mean by the open contract. 

Mr. Hieronymus. Open contracts are unsatisfied commitments. 
They are measured on one side or the other of the market. If an 
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individual buys a contract, he becomes long, and it remains an open 
contract until he takes an offsetting position canceling that contract. 

That is, if there are 75 million bushels open, it means that there 
are contracts aggregating 75 million bushels that have not been offset 
by either offsetting trade « or by delivery. 

Mr. Hermpurcer. By offsetting trade or deliveries by the same 
individual; is that correct ? 

Mr. Hieronymus. Yes. 

Mr. Hermpurcer. In other words, if A buys 75 carloads of onions, 
contracts 

Mr. Hreronymus. Right. 

Mr. Hermpurcer (continuing). And B sells those 75 at the same 
time, we have 150 open contracts ? 

Mr. Htrronymus. No, sir. 

Mr. Hermpurcer. Not zero? 

Mr. Hieronymus. No, sir. We have 75. You measure only one 
side of the market, and the long side or the short side, and these are 
equal, of course. If these were the only 2 traders in the market, the 
open interest would be 75. 

Mr. Hermsureer. I don’t quite get that. 

Mr. Hieronymus. Let’s work with the case of one contract. If I, 
through a broker, buy a contract of March onions, and you, through 
a broker, sell a contract of March onions, this is one open contract, 
an unsatisfied contract. 

Mr. Hermpurcer. Would there be one open contract if you had 
bought the car of March onions but I hadn’t sold ? 

Mr. Hieronymus. Well, somebody has to sell, you see, before I 
can buy, or at the same time. 

Mr. Hermpurcer. That is where I get lost. 

Mr. Hieronymus. I can’t buy until someone else sells. 

Mr. Hermpurcer. Why can’t you? You havea broker. 

Mr. Hirronymus. Well, somebody must sell to the broker in my 
interest, or it is not a trade. 

Mr. Hermeurcer. Well, aren’t the contracts—isn’t that a function 
of the futures market, that the contracts are available there, and 
that a seller rs assumed ? 

Mr. Hirronymvs. No, sir. This is an actual trade that has to take 
place. My broker steps into the pit and offers to buy. Now, I 
haven't got a contract until he buys from someone, some other broker 
who represents someone else or himself, or someone. 

Mr. Hermpcrcer. I see. 

Mr. Hieronymus. So that it is an actual trade that is made. You 
can’t just assume it. 

Mr. Hermpurcer. There would be instances, then, when you might 
want to buy a carload of March onions and wouldn't be able to be- 
cause there wouldn’t be any sales? 

Mr. Hieronymus. If no one was willing to sell, I couldn’t buy it. 

Mr. Heimburcer. So, then, let’s get back to our open contracts. 
An open contract, then, is a residual here of contracts which are not 
covered by a completed tr — action ? 

Mr. Hizronymvs. No; it is not a residual. It is the total of the 
unsatisfied contracts. They can be satisfied by an offsetting trans- 
action or by a delivery. 
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Now, I bought this 1 contract of onions, March onions. I am long 
1 contract of March onions. This is an open contract. Someone 
must either—I must either sell it or I must accept delivery, it can be 
satisfied either way. 

If tomorrow—I do this today, and tomorrow I decide I would like 
to get out of the onion market, either because I made some money or 
lost some money or got tired of it, then I instruct my broker to sell 
one March onion. 

As soon as he does this, here is a contract made with someone else— 
now, it doesn’t matter with whom—and so I am long one March con- 
tract and short one March contract, and so this is immediately offset 
and stricken out of the open interest. 

Mr. Hermpurcer. But when you sold the thing, somebody had to 
buy it, then. 

Mr. Hteronymus. That is right. 

Mr. Hermpcrcer. Doesn’t it still remain an open interest, then, 
until the onions are delivered to him or until he sells them ? 

Mr. Hirronymvus. No; you may be, if I made the trade with you 

Mr. Hermpcrcer. Yes. 

Mr. Hreronymus. You may still be short one contract of March 
onions. And if I make a trade with someone else, you are still short 
one contract of March onions. And when you get ready to get out 
of that, then you instruct your broker and he makes a trade with 
someone else. 

Mr. Hermpurcer. I am sure this clears the matter up for everyone, 
Mr. Chairman. 

Mr. Grant. Let’s let the doctor continue at that point. Go ahead 
with your statement. 

Mr. Hieronymus. Well, just to add to it, at any one time there 
are a number of contracts open. Now, if it isa hundred contracts, an 
aggregate of people have coming to them and due to them delivery 
of a hundred carlots of onions. At the same time, someone is obli- 
gated to sell and deliver a hundred carlots of onions. 

If they get together and trade, this can be reduced; or this can be 
added to by new trades. 

I think it might be clearer if you refer to the chart in a publication 
Futures Trading i in Onions, dated December 1956, and that is found— 
here is the chart, it is the same chart, and you will note that on the 

Ist of January, at the beginning of the chart, the Ist of January of 
1956, there were almost—there were zero open contracts. No one was 
committed. 

Then this gradually built up to a peak in September and October of 

956, which is harvest time of onions. As growers placed hedges in 
there, and speculators bought them on balance, this is what these 
figures I have shown you indicate, they bought these things on bal- 
ance; the growers were short ; that is, they ow ed onions; they had sold 
them against their crop, and speculators were long onions and had 
them due to them. 

Now, as the season ended, you will note starting with January 1, 
1957, these people began to liquidate this open interest, to make the 
offsetting trades, and that was reduced to zero by the expiration of 
the March contracts. 

So this thing builds up as hedges are placed, and goes down as 
hedges are removed. So this open interest reflects the positions that 
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are in the market, and tends to be of the same general size as the 
amount of the crop that is hedged in that market. 

Someone owns these longs, is long on them, and is taking a chance 
on the price going up or down, is taking a risk. This was the specu- 
lator. 

Now, the point I was making about volume of trading and the 
number of open contracts, you will note the volume of tr: ading goes 
up and down at different times, and that relates fairly closely to 
changes in the price. 

You will note in February 1957 the volume of trading as shown by 
the lower line increased quite sharply, and you will note in the above 
chart that the prices were fluctuating quite sharply at that time. 

At the same time, the number of open contracts was declining. ‘The 
size of the commitments in there was decreasing, and I have said that 
this size of commitments is the proper measure of the amount of specu 
lation in the market. Now, I don’t know whether this helps clarify 
it or confuse it. 

Mrs. Knutson. Mr. Chairman, it sems to me from the growers’ 
standpoint, that would be a closed instead of open one. He is trying 
to get rid of a certain amount of onions. Then he cannot sell and 
he cannot buy at this certain time. 

Mr. Hirrmronymus. No. The grower is hedged. He has a ware 
house full of onions. These are cash onions, he owns them. He 
wants to hold them in storage to spend the winter trading them, sort- 
ing them, sacking them, and so forth, but he doesn’t want to take a 
chance on the price. He has seen a chance to sell at a profitable price, 
so he makes a futures contract for, say, March delivery. He is now 
obligated to deliver these onions, however many carlots he sells, some- 
time in March. 

Now, if the price of onions goes up, he makes money on his cash 
onions; he loses money on his futures contract. If the price goes down, 
he loses money on the cash onions, but makes money on the futures 
contract, because he can buy it in later. 

So he is really not affected by the change in price. That is, if he 
sees a price of $2.40 a sack for onions on the Ist of December and 
says, “This will let me make a profit, I will therefor hedge it.” So he 
hedges it by selling a futures contract, and from that day forward he 
doesn’t really care whether the price of onions goes up or down, he 
has sold them. And he has, in effect, sold them to a speculator, 
because these hedgers are net short, committed to deliver: the specu 
lators are net long, committed to accept delivery. 

Mrs. Knutson. I understand it all right. It is quite complicated. 
Don’t ask me to tell it back to you. [Laughter. ] 

Mr. Grant. Thank you. You may continue there. 

Mr. Hieronymus. I had just quoted the CEA report, pointing out 
the market became increasingly speculative as the end of the year ap- 
proached. That is, more of the open interest was made up of specu- 
lators. 

Offhand, this might give one gre impression that there was some- 
thing sinister in this incerase in speculative activity in the onion 
market toward the end of the season. In the case of onions, the hedges 
are placed early in the marketing period and lifted as time goes on 
and, quite naturally, the number of speculators in proportion to 
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hedgers increases. The process is reversed at the end of the season. 
It is all quite normal and typical, and I will cite some more data. 

On October 31, 1956—this is at the conclusion of harvest—64 
percent of the open contracts were short hedges of reporting traders, 
compared to only 35 percent by the same group on Febuary 15, 1957. 

How does this compare with older, more stable futures markets? 
I chose the most recent available data for wheat, and found that on 
October 31, 1955—soon after the end of harvest—42 percent of the 
ae contracts were short hedges by reporting traders, while on April 

», 1956—which compares with February 15 for onions—only 20 per- 
ad of the open contracts were short hedges by reporting traders. 
That is, the proportion of short hedges in onions decreased from 64 
percent to 35 percent; in wheat it decreased from 40 percent to 20 
percent. 

The decline in the proportion of hedges in onions as the season 
neared its end was less than in wheat, which indicates to me there is 
nothing sinister about the increasing proportion held by speculators 
near the end of the season. 

The decline in the proportion of open contracts that one hedges as 
the season’s end approaches is typical of a futures market. The total 
amount of speculation declines. The proportion of the open interests 


that is speculative increases, so you have an increasing proportion of a 


decreasing amount, 


The proportion of the onion crop that is hedged is large when com- 
pared to other commodities. On January 1, 1957, the total stock of 
onions was estimated at 15,760 carlots. Open contracts on that day 
were 4,810 carlots, about one-third of the total. On April 1 of this 
vear, there were about 217 million bushels of soybeans, and open con- 
tracts in soybean futures were about 75 million, a ratio of about the 
same as onions. For corn the ratio is about 30 to 1 instead of 2 to 1; 
wheat is fairly typic ally, : about 12to1. That is, the proportion of the 
crop that is hedged of onions is very substantially greater than that 
for wheat and corn. 

This comparison indicates to me that the onion futures market 
used very extensively as a hedging medium. 

In grains and cotton, farmers make little direct use of futures mar- 
kets. The markets are indirectly beneficial. Farmers sell to mer- 
chants, who in turn hedge. The merchants could not buy at as high 
prices : as the sy do if they could not hedge. 

There are two CEA publications that include data diree tly bearing 
on the question of hedging, grower hedging in particular. One is a 
survey of open contracts on September 30, 1955, and the other is a 
survey of open contracts on December 31, 1956. Table 4 is the perti- 
nent table in each publication. 

On September 30, 1955, there were 815 traders in the market, and 
of these, 125 were hedgers. There were 70 grower hedgers who were 
long 359 carlots and short 577 carlots. There were 53 onion dealers 
of various kinds classified as hedgers. They were long 320 carlots and 
short 3,073 carlots. ‘They were short in a ratio of nearly 10 to 1. 

These positions indicate that growers made extensive use of the 
futures market to reduce their price risks, both directly and indirectly. 
The short positions of the various onion dealers most probably were 
hedges against purchases of cash onions from growers. 
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What price could these dealers have paid for onions had they not 
been able to hedge their positions in onion futures and if they were 
forced to assume the risks themselves? They sold to the highest 
bidders, to people who would pay more than onion users and to people 
who would pay higher prices than those at which the onion dealers 
would assume the risks of ow nership themselves. The futures market 
offered the best possible outlet for onion growers who wished to sell 
on September 30, 1955. By best possible . outlet, I mean the highest 
price for onions. 

On December 31, 1956, there were 765 traders in onion futures, of 
whom 53 were hedgers. There were 19 grower hedgers who were long 
49 carlots and short 887 carlots, they were long 49 and short 887, 
indicating hedges. 

The 33 onion dealers were long 167 carlots and short 1,591 carlots, 
again a ratio of nearly 10 to 1. “Here again is evidence of extensive 
use of futures markets for hedging grower positions and sales. 

What would have been the price of onions had the futures market 
not been available as an outlet? On December 31, 1956, grocer or- 
ganizations and processors and manufacturers of onion products 
both hedgers and speculators—were long 106 carlots and short 24 car- 
lots for a net long position of 82. The net short position of hedgers 
was 2,200 carlots, net short. The users of onions were net long &2 
contracts; that is against 2,200. 

Obviously, users were not as willing buyers as were futures market 
speculators. Without futures markets available to bring in the specu 
lating public, onion dealers and users would have been the primary 
outlet for growers and, in my opinion, prices definitely would have 
been lower 

Additional statistical evidence of the direct use of futures markets 
by onion growers in hedging their crops is found in the position re- 
ports of the CEA. Small-scale traders are not required to report 
their positions to CEA. 

In markets generally, small-scale traders are speculators, and they 
are typically long. The small-scale traders who are short include the 
grower hedgers. Thus, the ratio of small traders who are long to 
small traders who are short in some indication of the grower hedges. 

During the soybean harvest in 1955, small-scale traders were long 
in a ratio of 1.5 to 1, indicating, to a degree, that a moderate number 
of farmers were hedging. 

At the end of September 1955, nonreporting onion traders were long 
in a ratio of 1.3 to 1, indicating a slightly higher proportion of grower 
hedgers in onions than in soybeans. 

By January 1956, the ratio of nonreporting onion traders had in- 
creased to long 3 to 1. To me, this tends to indicate rather extensive 
grower hedging at harvest. 

All of the statistics of onion futures trading indicate a quite exten- 
sive use of the market for hedging. In a market in which the price is 
so inherently variable as onions, a hedging medium is especially im 
portant. 

It appears that onion growers can gain price protection from the 
enion futures market. It is eminently clear from the price variations 
that they need price protection. 
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Criticism of futures trading in onions: Judge by past performance, 
the onion pricing system has needed improvements. In general, sta- 
bility in prices is ; desirable. 

The price of onions depends upon the underlying conditions of sup- 
ply and demand. Stability of prices depends upon how accurately 
the basic economic considerations are foreseen and bid into current 
market prices. 

Two things are involved: Complete and accurate information, and 
accurate interpretation of the meaning of the facts. In addition, a 
third thing is required for price stability, and that is the absence of 
control or undue influence by individuals or groups. 

Only after markets develop large volume and broad public partici- 
pation do they become impossible to manipulate or influence with 
rumors. In the past years, before CEA regulation, it appears that 
onion futures were vulnerable to short selling by a few commercial 
interests. 

The best cure for this condition is a large group of well-informed 
speculators who stand ready to absorb this kind of selling. The pub- 
lic behaves irrationally at times in its market trading, but it offers the 
best available protection against control of a market, and I know of 
no one better qualified to establish price than the public. 

The increase in the volume of futures trading in onions in recent 
years is encouraging. Stability will be increased as the quality of 
speculation improves. 

Effect of abolishing futures trading in onions: What effect would 
abolishing futures trading in onions have? Would it stabilize prices 
and enable the producers to get more for their crops? I do not think 
so. The onion market would be in a state of flux for a short time, 
but very quickly there would be devised a system for shifting risks 
and establishing prices that would closely parallel the futures market. 

If we look back at our four evolutionary steps, we see that futures 
trading is nothing more than the codification of existing trade prac- 
tices. It is refined and supervised, but there is no basic economic 
difference between futures trading and the systems of forward trad- 
ing that have developed, commodity by commodity. 

If futures trading in onions is abolished, I have already stated that 
a parallel forward pricing system will evolve. I would like to repeat 
that: If futures trading in onions is abolished, there will be estab- 
lished a parallel system of forward pricing and risk shifting for 
onions. 

Such a system, if it comes to pass, will have some disadvantages in 
relation to the present pricing system. First, there will be much less 
information about trading, prices, and market conditions. 

Second, there will not be as much financial responsibility toward 
contracts as is possible through an exchange system. 

Third, there will be less public partic ipation and a less effective 
system of hedging. Buyers will be able to sit back and buy at lower 
prices when they do not have to compete with the speculating public. 

Further, and finally, the market will not be supervised or regu- 
lated. It will be much more subject to manipulation and undue in- 
fluence by a few people. 

All of the data that we have drawn on here in looking at onion 
futures markets has been developed since onion futures trading came 
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under the supervision of the CEA. All of this trading in onions 
would be hidden from us without this final step in futures trading, 
that is, supervision. 

Cash markets can be manipulated at least as easily if not more 
easily than futures markets. It is against the law to manipulate a 
futures market. There is no law that I know of against manipula- 
tion of a cash market, and most certainly it is easier to find in a 
futures market than it is in a cash market. 

There is now an open, competitive, public, supervised market that 
appears to be growing and improving. I do not think it wise to take 
legislative action which will rob it of its broadening base resulting 
from the presence of speculators and to deny it the advantages of 
governmental supervision. 

One must not lose sight of the fact that the buyers who would be 
in the market after the abolition of futures trading would purchase 
as cheaply as possible in view of the risks they would have to take. 
Furthermore, there would be no uniformity of price, since each 
buyer would strive for an individual bargain, and the Government 
does not furnish enough price information to make up for the loss 
of price data which would follow destruction of the futures market. 

Summed up, I think abolishing the futures market would be a 
backward step which would injure the producers and the entire onion 
industry. 

That concludes my statement. I appreciate very much the oppor- 
tunity to have been heard. 

Mr. Grant. Doctor, thank you for your statement. 

It is my understanding, of course, that all the proper inquiry that 
could or should be made by the Agriculture Committee into the 
futures market on onions is what effect, and I might say what detri- 
mental effect, it would have upon the growers as to the price of 
onions. 

In other words, it is not up to us to find if there is any moral issue 
involved in the futures market, or whether it is a good thing or bad 
thing, but whether or not it is a detriment to the grower. Because 
the grower, the farmer, is the man we are interested i 

Just for a moment, if vou will turn to page 9 there, next to the last 
paragraph, at the bottom, where you have stated there the number 
of traders in the market and the number of hedgers in the market, | 
might state for your information that some of the upstate New Y ork 
farmers yesterday testified that in their opinion, the opinion varied 
among the 5 or 6 who testified at that time, that those growers of 
onions who were actively using the merchantile exchange in their 
operations ranged from 2 to 4 percent. 

Now, of course, I appreciate the fact that it varies all over the 
country. 

I note here that you say on September 30, 1955, there were 813 
traders in the market, and of these 125 were hedgers, 70 were grower 
hedgers; that is farmers, I presume, growers of onions. 

Do you think that, nationwide, represents a pretty accurate figure 
of the percentage of growers that might be using the exchange to 
help their individual farming operation, or would you comment upon 
that ¢ 

Mr. Hirronymus. I have no basis for estimating the percentage of 
onion farmers that hedge in futures markets. The reports here do 
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appear that a higher proportion of onion farmers use markets for 
hedging than do grain farmers use markets for hedging. Almost 
never does a grain farmer use the market for hedging. 

At the same time, the market is indirectly beneficial to him, because 
the man to whom he sells does hedge, and can pay more bec: ause he can 
hedge than if he couldn’t. So in effect, the country elevator dealers, 
the grain merchants, do the grower’s hedging for him. 

That appears to be the case in onions, because 53 onion dealers were 
classified as hedgers, - they were short in a ratio of about 10 to 1. 
So you have to look at, I think, both the direct use by growers and 
the indirect use ineeat merchants. 

Then there is one point here I would like to clear, and that is this 
813 to 125, which looks like there are a lot more speculators. In num- 
ber there are, but they trade in much more small volume. It takes a 
lot of specul: ators to offset one substantial commercial hedger ; and, as 
I pointed out, the total amount of speculation in terms of open con- 
tracts is about the same size, is about the same size as the number of 
hedgers on the market. 

Mr. Grant. In other words, from your study, statistical study, I 
might say, of the operations of the exc hange, even though it might not 
be utilized by actual onion growers themselves, being utilized “by the 
dealers and, I might say, the tr aders, that it does benefit the grower 
himself ? 

Mr. Hieronymus. Yes. 

Mr. Grant. In many cases? 

Mr. Hirronymus. Yes,sir. Its indirect use, I think, is greater. 

Mr. Grant. Indirect; yes. 

Mr. Hirronymus. I might point out, 1 pair of numbers that was 
very significant to me was ‘of the total existing stocks of onions of the 
15,000-some carlots, nearly 5,000 were hedged. This is a third of a 
crop; that is, a third of the supply at the time was hedged, and this 
is unusually large for the volume of hedging of any commodity, and 
it appears to me that the use in the onion futures by the onion indus- 
try is substantially greater than the use of grain futures by the grain 
industry. 

These are strikingly large numbers and strikingly large use. 

Mr. Grant. Would you refer to any other, or have you made a 
study of, say, cotton ¢ 

Mr. Hirronyrmus. No, sir; I haven’t checked this out with cotton. 

Mr. Grant. Wheat refers to grain; corn refers to grain. 

Mr. Hieronymus. I gave you some ratios for wheat and corn, and 
both of these are substantially less than onions. I did not check 
them out for cotton. 

Mr. Grant. Any other questions ? 

Mr. Hacen. It 1s my understanding that a lot of these people who 
are basically just tri aders in the futures market are in the growing 
business, through indirection, I mean they finance people, in order to 
have something to deal with that relates directly to their futures 
operation—do you follow me? 

Mr. Hirronymus. Yes, sit. 

Mr. Hacen. In other words, some of these traders, that is what 
they basically are, go into the business of stimulating production of 
onions that they can control in order to cover some of these aspects 
of their hedging for future buying operations. 

94812— 








188 ONIONS 


Now, are there not abuses in that direction? If it is done, it gets 
very close to the area of manipulation. That is, someone goes out and 
contracts a batch of onions, either to hold them off the market to drive 
the price up, or dump them on the market to drive the price down. 

This is a manipulative operation, and it is undesirable. How can 
a thing like this be prohibited ¢ How can you stop it ? 

Mr. Hieronymus. There are two w ays to cure this: One is broad 
aare participation, speculative participation, so that any time some- 

ody starts a game of that kind, if he has a big group of speculators 
standing against him, he will soon be cured. 

Every futures market has had its stage at which large commission 
interests could push the market around, and alway as the volume of 
speculation and speculative interest has picked up and built up and 
become well informed, the market has been able to cure them, be- 
cause if they drive it out of line with an equilibrium price, it will come 
back into line with an equilibrium price to the detriment of the specu- 
lator. 

The second way to cure this kind of condition is to submit it to 
public trading, to public supervision, where you can see it and ex- 
amine it and where, if you find somebody doing it, you can stop him 
by law. 

This same kind of a manipulation can take place in a cash mar- 
ket; if there is no futures market, this kind of manipulation can take 
place in a cash market, and doubtless will, and there you can’t curb it 
by either of the two methods, if you follow me. 

Now, the extent to which this practice has existed in the past, I 
do not know. 

Mr. Hacen. Well, there are no effective curbs on this practice at 
the present moment, though, are there? 

Mr. Hieronymus. Yes. If it can be established that it happened, 
this then becomes a manipulation under the Commodities Exchange 
Act and is punishable under law. 

Mr. Hagen. I see. 

Then you say you have no knowledge as to whether this has occurred 
in the history of the onion futures exchange ? 

Mr. Hieronymus. That is correct. 

Mr. Hagen. You have no knowledge of that ? 

Mr. Hieronymus. No. 

Mr. Hacen. Do you have a suspicion ? 

Mr. Hieronymus. In reading through the hearings of this set of 
hearings, the ones that were held last year, there seems to be a et 
suspicion that this kind of thing has actually happened. Whether 
has been clearly established or not, I don’t know. I wouldn’t es 
to prejudge any of these operations. They get technical and com 
plicated. 

Mr. Hagen. Outside of continuing this futures market, is there any 
way an onion grower can establish some kind of a pr ice stability with- 
out the necessity of hedging ina futures market? That is an operation 
that requires some knowledge and skill, and I don’t think the average 
farmer is qualified to engage in it. 

I know there are a lot of onion farmers who are, just as there are 
some cotton growers who are, of such size and substance if they can’t 
do it themselves, they can hire somebody who does know. 
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But for the average cotton farmer, he does not do it. He is not 
in position to do it financially, on the basis of viowledale or any- 
thing. And I suspect there are a lot of onion growers in that same 
position. 

But, apparently, if you are going to operate at all successfully in 
the onion business under current conditions, you are going to have 
to become a hedger in the futures market. That does not seem to be a 
very happy situation. 

Mr. Hirronymus. I think it is an unhappy fact that we must face, 
in that onions, onion prices, are inherently variable because you can’t 
carry onions over, and because the demand for them is extremely in- 
elastic. When we want onions, we want onions, and price is not a 
major factor; but for a few more onions, we just have no great use. 

The demand is extremely inelastic. Supplies cannot be carried over 
from year to year, and these two things together are what account 
for the extreme variability in onion prices. 

Now, this existed before futures trading. It has existed since. I 
am afraid it is one of the unhappy facts of life that has to be faced, 
and what we need in a pricing system is one that will give the grower 
an opportunity to sell at any time that he finds a satisfactory price, 
whether it is the day after he plants his onions or at the tag end of the 
season, or whenever. If he has some mechanism by which he can 
sell when the price is profitable and clinch up his profit for the year, 
this is what we must look for. 

That is why this kind of mechanism is especially important to a 
commodity that has a variable price. 

Now, the best way we have found—and this dates back, as I have 
said, to 1848—the best w ay we have found to do that is through a 
system of futures trading. 

Now, whether this is done directly by onion growers or indirectly 
through onion dealers is not of great importance. That it be done 
I think is of great importance. 

I do not know whether I have clarified all your questions there or 
not. 

Mr. Hagen. That is all. 

Mr. Grant. Thank you. 

Mr. Teague? 

Mr. Tracur. Just one question. 

I am very much interested in the extreme fluctuations of onion 
prices. I know a little about citrus, about the citrus business, and we 
have quite a variation in prices there, but not to the extent the onion 
market seems to fluctuate. And yet, I suppose as far as perishability, 
from a perishability standpoint, perh: ps citrus and onions are some- 
what comparable. 

How do you explain what appears to be quite a greater fluctuation 
in the onion market than in citrus ? 

Mr. Hieronymus. I think that the reason why onions fluctuate in 
price more than citrus does not relate to the perishability at all, but 
it relates to what we technically call the elasticity of demand. 

Mr. Teacue. I would think there would be an even greater varia- 
tion in demand for citrus. For instance, in weather—there is a lot 
more demand for lemons in normal weather than there is in extreme 
cold weather, surprisingly enough. 
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Mr. Hieronymus. Let me see if I can illustrate this with my wife. 
If she goes to the store, she doesn’t buy very many onions. She 
buys an onion now and then. If she buys an onion, whether its price 
is 2 cents, 3 cents, or 8 cents does not affect whether or not she buys 
that onion; and if the price is 8 cents, she buys it, and if the price is 
2 cents, she w ould buy just 1. 

She is not price responsive, because she only wants cne onion. 
She doesn’t want any more, but she wants that pretty badly. She 

walks along and comes to a sack of grapefruit, and I like half a grape- 
fruit with my breakfast, but if the price of grapefruit is a bit higher 
than it was the last time, I am apt to get orange juice or nothing 
for breakfast. 

Or if the grapefruit looks cheap to her, she will buy two sacks and 
we will all eat them. 

So that her response to a price change in citrus fruit is much 
greater than her response to a price change in onions, and this is 
what we technicians call the elasticity of demand. 

Mr. Tracur. I see that point. 

Mr. Hieronymus. I think this is why onions are so inherently 
variable in price—this extreme inelasticity of demand. It takes a big 
percentage change in price to offset a small percentage change in 
supply. 

Mr. McIntme. Could I ask one question ? 

Mr. Grant. Yes. 

Mr. McIntme. Are you satisfied that it is possible in the classi- 
fication of the transaction that you have a true classification of that 
transaction as to whether it is a hedge or a specul: ation 4 

Mr. Hieronymus. There are probably errors in reporting these, so 
that I think undoubtedly, whether it is onions or wheat or what, there 
are some inaccuracies. However, in analyzing this, I can do no other 
than accept the statements of the CEA, and the CEA does have 
access to records to check the accuracy of these things. There are 
penalties for misclassification. 

Now, when it comes to grower hedgers, the definition under the 
law gets just a little bit elusive, so there is in here some room for 
argument: Are these really hedges or are they not, and how many 
of them are and how m: iny are not ? 

So while there may be some inaccuracies in it, I think in the 
aggregate it is a pretty accurate picture. Now 

“Mr. McIntire. W ell, there are some commodities, if you were a 
speculative trader, you would pay a higher deposit per transaction 
than you would if you were a hedger. 

Mr. Hieronymus. Yes, sir. 

Mr. McInrire. And the fact is, there is a little incentive there to 
classify yourself as a hedger than in the case of a producer who knows 
whether he has sold more than he has got on hand or not. 

Mr. Hieronymus. There is an incentive for classifying yourself as 
a hedger. At the same time, there is an incentive for not classifying 
yourself as a hedger if you are in fact a speculator: that, of course, it 
is in violation of the law to do it. 

Mr. McIntire. I know. 

Mr. Hirmronymvus. So it has to do, the incentive for saying this is a 
hedge when it is really not, has to do with the margin requirement of 
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the exchange, and I think the margin requirement in onions is not very 
far different from hedges in speculation. 

Mr. McIntire. Mr. Chairman, I apologize for being late, and I do 
not want to ask this question in order to delay at all but I think it can 
be answered by “yes” or “no”; of course, possibly. 

But when you refer to an open contract, is that synonymous with 
open interest ? 

Mr. Hieronymus. Yes, sir. 

Mr. McIntire. And I notice here that you said the amount of hedg- 
ing in futures markets can be measured by the number of open con- 
tracts. 

Mr. Hieronymus. Yes, sir. 

Mr. McInrire. The open interest is a measure of hedging, is it? 

Mr. Hieronymus. Fairly typically. There is a speculative long and 
short, over and above the volume of hedging in a market, that makes 
the open contracts slightly larger, somewhat larger, than the net 
hedged position or the total hedged position. But in investigating 
these for a number of commodities, we find that the total amount of the 
commodity in hedgable position for grain, we use the visible supply. 
The number of open contracts is fairly close to the visible supply, and 
the number of open contracts builds up and declines seasonally just 
as the inventory builds up and declines seasonally. They are quite 
parallel, and they are fairly close to the same size. 

Mr. McIntire. I think it was last week the New York exchange on 
Maine contracts on potatoes showed 430 cars open interest, and the big 
rush was to buy cars loaded in a deliverable condition and get them 
into New York to cover, not long positions, not hedge positions, but 
short positions. 

How do you say that an open interest is a measure of hedging? If 
those fellows owned those cars and had them in a deliverable position, 
they wouldn’t have been out searching the markets in order to buy cars 
and get them loaded in time to get them into deliverable position, and 
they were scouring the countryside to get cars loaded, and it was be- 
cause they were a part of the 430-car open interest. How can you 
say there were hedgers ? 

Mr. Hieronymus. To check this out in the particular instance you 
need to make an analysis of the total potato market position at that 
particular time to find out the extent of the hedges. 

Now, there appears in this instance to be a sizable speculative short 
open interests. Now, how large it is, is conjectural. I Just don’t know. 

Mr. McIntire. I promised the chairman I wou!d not prolong this. 
But you just said there appeared to be a sizable short speculative 
interest or speculative position there, but it was due to the open 
interest, and you say here that the open interest is a measure of the 
hedge contract. 

Mr. Hieronymus. The open interest fairly closely typically ap- 
oroximates the volume of hedges that are in the market. The open 
interest is typically a bit larger. It follows a parallel pattern of it. 

In this particular instance, I couldn’t speak to the New York potato 
situation without taking a look at the CEA data. 

Mr. McIntire. The markets are the same. I mean, you have the 

same open interest situation created in onions as in potatoes. 

Mr. Hieronymus. If I may draw a parallel, if I may, with the cur- 
rent 
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Mr. McIntire. I do not want to prolong it, Mr. Chairman. 

Mr. Hreronymvs. There is a fairly parallel situation in the soybean 

market at Chicago right now. There is an open interest in May 
soybeans of around 17 million. There is a deliverable supply of just 
over 2 million. And there was, there is, or at least until 1 lost track 
the last day or so, some indication that someone would have to go 
out and buy soybeans to deliver on that market. 

This doesn’t mean there is not a total of 19 million hedged in the 
Chicago market. It simply means they are not in deliverable posi- 
tion. They are in Minneapolis and Des Moines, Iowa, and Decatur, 
Ll. “3 and so forth. 

So the number of open contracts there may be a hedge position, but 
they may not be in the deliverable position that will keep the market 
from tigthening. I don’t know whether this helps or hurts. 

Mr. McIntire. I still challenge your definition of how it makes 
your hedge an open interest situation. 

Mr. Hagen. I want to ask one question. I want to point out an 
error in your statement on page 4. You say: “You gentlemen are 
familiar with futures markets.” [Laughter.] I just speak for my- 
self. 

But elsewhere in your statement, you indicate that growers of onions 
typically buy short; is that right? 

Mr. Hieronymus. No; they sell short. 

Mr. Hagen. What? 

Mr. Hieronymus. They sell and become short. 

Mr. Hacen. They sell short. What do you mean by that, exactly? 

Mr. Hieronymus. If you buy, if you have no market. position and 
you buy, you become long. You have an inventory. If you have no 
position and sell, you become short. 

Mr. Hacen. Regardless of the price? Does price enter into it? 

Mr. Hieronymus. No; price has nothing to do with it. 

Mr. Hacen. Growers are typically in the futures market in sellers’ 
positions: is that right ? 

Mr. Hirronymus. That is correct, because they are selling against 
an existing inventory that they have. They are long cash, and so 
they go short futures to neutralize the effect of any price change. 

Mr. Hacen. Thank you very much. 

Mr. Grant. Thank you so much. We will now have the pleasure 
of hearing from Mr. Ford, of Mic higan. 


STATEMENT OF HON. GERALD R. FORD, JR., A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Forp. Mr. Chairman, I am here today in support of my bill, 
H. R. 19338, and similar bills to amend the Commodity Exchange Act 
to prohibit trading in onion futures in commodity exchanges. 

A year ago I rec ceived many letters from onion growers in my dis- 
trict urging my support of Represent: itive nee King’s bill to prohibit 
futures trading in onions. Writer after writer pointed out the evils 
of the present system and advocated its Datos tam, These were 
growers and dealers in onions, one with a seat on the Chicago Mercan- 
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tile Exchange. One of these growers, Mr. Jack Nyenhuis, 8341 Cot- 
tonwood Drive, Jenison, Mich., wrote: 


As an onion grower I feel that futures trading of onions is very detrimental 
to onion industry. Therefore please support bill H. R. 7920 and 8. 3204 to abol- 
ish futures trading of onions, potatoes, ete. 

Reasons: 1. Future trading of onions lead to extremes so rapidly that actual 
onion growers, shippers, never receive full benefits of the highest prices. 

2. Futures trading creates congestion on certain markets that depress prices 
across the Nation. 

3. Futures trading has not helped in any way to promote sale or consumption 
of actual onions (which is supposed to be the reason of its existence). 

4. Future traded onions which are delivered have greater cost because of 
longer distance traveled, brokerage, etc. 

5. Futures trading does not distinguish quality of onions from different sec- 
tions of the Nation which is done on a cash onion market. 

6. Many more reasons can be advanced for and against, but we all know things 
may work on paper and not in practice, which is the case of futures trading of 
onions for a grower. 

JACOB NYENHUIS, 
Jenison, Mich. 


As I traveled about my district last fall, I found a general agree- 
ment among growers and dealers that something must be done to help 
the onion market. Most of my interested constituents agreed that 
traditng in onion futures should be prohibited. Consequently, on 
January 5, 1957, I introduced H. R. 1933. 

On February 2, 1957, I received a letter from Mr. Robert S. De 
Bruyn, of the De Bruyn Seed & Produce Co., of Zeeland, Mich., in 
reference to my bill. Mr. De Bruyn is not only a grower and shipper 
of onions, but is mayor of Zeeland and holds a seat on the Chicago 
Mercantile Exchange. He wrote: 


Your letter regarding H. R. 1933 arrived while I was in Texas, and I am 
sorry my answer has been delayed. 

During the past year, futures trading on onions has been regulated by Com- 
modities Exchange Authority and the situation is much improved. I have op- 
posed futures trading for many years, and I feel that, in spite of the elimination 
of some of the worse evils, our only hope is to go all the way and prohibit all 
futures trading in onions. I know that your definite action in this matter is 
appreciated by the farmers in your district. I just hope that they will be as 
aggressive in supporting your bill when it comes up for hearing as they were 
li ist year when the mercantile exchange was not regulated. 

I expect to be in Texas during March, April, and May, taking care of our 
operations there. However, I expect to be in touch with our office every day, 
and any mail addressed to me here will be opened and forwarded or the informa- 
tion given me by phone. I cannot promise to leave my work in Texas to testify 
at a hearing, but I certainly intend to support H. R. 1933 in every way possible. 
If you deem necessary, I will attempt to fly to Washington for a hearing, depend- 
ing on the press of business at that time. 

I understand Congresswoman Mrs. Gracie Pfost, from Idaho, has introduced a 
similar bill, and Mr. Charlie Burns, a large Idaho shipper, has assured me of 
very active Support from the Idaho growers and shippers. 

ROBERT 8S. DE BRUYN. 


Mr. Abe Elenbaas, another grower living in my district, in a letter 
to me of February 25, said: 


In regard to the position of the onion growers’ situation. Conditions are not 
too good. I have grown 15 acres of onions in 1956, and am very disappointed 
with the onion futures market. It seems that the natural laws of supply and 
demand are curtailed. This group of operators can swing the market any way 
they see fit for their own interests, namely, to ma .e money, not considering the 
farmer. 
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At present the onion growers don’t know whether to continue or not; some of 
my neighbors are quitting (they are broke), not because they like to; I know 
of one who has a seat on the board which costs him $7,500 a year. Naturally, 
he does not pay for this with his own money. It comes from the grower. One 
other buyer, who does not grow 1 onion, made $5,000 in the last 2 weeks, which 
is more than I made all last summer raising 15 acres. These practices are unfair, 
and should be outlawed. I am asking you to consider the onion futures bill, 
H. R. 376, sent in by Congresswoman Gracie Pfost, of Idaho, submitted to 
Agricultural Committee in Congress. Please give this your careful considera- 
tion, as thisis urgent. Thanking you kindly. 

Sincerely, 


ABE ELENBAAS. 


Georgetown Township, in Ottawa County, Mich., is the home of a 
number of onion growers. Sixteen of these growers signed and ad- 
dressed to mea petition in the early part of March 1957. The petition 
lists seven reasons why these growers believe futures trading is harm- 
ful. The petition follows: 

We, a community group of Georgetown Township, would urge you to do every- 
thing possible to prohibit future trading of onions on the mercantile exchange. 

As growers, etc., having firsthand contact with the industry, we know future 
trading is harmful because: 


1. Increases overproduction. 

2. Hurts cash onion markets. 

38. Creates harmful extremes. 

4. Floods certain sections of country with onions. 
5. Discourages cash onion speculation. 

6. Reacts too fast for farmers to benefit. 

7. Discourages orderly marketing of onions. 


Thanking you, we ask you to support bills H. R. 376, H. R. 1933,.H. R. 1935, 
8. 778. 

JACOB NYENHUIS, Jenison, Mich. 
PETER J. ELANBASS, Jenison, Mich. 
Louis VoLDINK, Jenison, Mich. 
JOHN Betren, Hudsonville, Mich. 
HENRY GEMMEN, /7udsonville, Mich. 
FRANK Gort, Grandville, Mich. 

FRED ABEL, Hudsonville, Mich. 
RHopA ABEL, Hudsonville, Mich. 

I have mentioned only some of the letters and petitions received 
from residents of the two counties in my congressional district. Other 
growers from Michigan and many other States have written to ex- 
press the same opinion and point up the same problem. Other wit- 
nesses during these hearings will discuss many of the technical diffi- 
culties involved. But, in view of the widespread demand for action 
reaching from New York to Oregon, I trust that the subcommittee 
will not only give the provisions of these bills, of which H. R. 1933 
is one, the thorough scrutiny they deserve, but that you will also give 
them your most sympathetic attention. 

I urge a favorable report, and thank you for your kind attention, 

Mr. Grant. Thank you, sir. I believe we are going to hear from 
some farmers now. 

Mr. Chester Kempley ? 

All right, Mr. Kempley, you may proceed. 


STATEMENT OF CHESTER W. KEMPLEY, AN ONION FARMER OF 
MONTELLO, WIS. 


Mr. Kemptey. Mr. Chairman and members of the Agriculture Sub- 
committee, [ am Chester W. Kempley, an onion farmer of Montello, 
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Wis. Iam living on land that has been in my family for four genera- 
tions. I want to go on record tod: ay as being strongly op yposed to pro- 
posals to abolish futures trading in onions. I use the onion market 
for hedging, and have used it profitably and satisfactorily for several 
years. If the subcommittee is interested, I will be glad to give them 
details of my hedging operations. 

Now, I have something here that I would like to explain. I don’t 
have it in my speech, but I believe I can explain this open contracts 
and hedging in words that maybe you can understand a little better. 
Now, I am an onion grower. And a hedge, the definition of a hedge 
is, when you have an inventory of onions or expect to have one, when 
you sell these onions you make a contract. It is the same as if you 
grow corn or sugar beets or something for the canners or some crop 
that you grow under contract at a definite price. 

And when we make a contract to sell a car of onions, that is what 
we call a hedge. And a hedge—this contract that is sold, you see, 
for every sale a contract is sold, there must be a buyer for that, and 
that is where the speculator enters into the market. The speculator 
becomes the buyer of our onions, and, as we go into the season as a 
farmer, we have a heavy investment in seed and fertilizer and other 
things, and in order to protect our investment we can sell against our 
expectations of having a crop by selling a contract to deliver a car 
of onions in November or January at a spec ified price. 

And I found out over the years that if your price is up there, it is 
a very good practice, as a fi irmer and grower of onions, to sell enough 
onions to pay for your seed and fertilized when you plant your crop. 

As we go along, we have other expenses that occur in the production 
of this crop, as of weeding and harvests, and things like that, and 
whenever we have this expense occur, we just contract for more onions. 

Mr. Hagen. Let me ask you a question. You are out on a farm. 
Whom do you notify that you want to make a futures contract with 
respect to onions ? 

Mr. Kemptey. We call our broker, who is a trading member on the 
mercantile exchange. 

Mr. Hagen. All right. Then do you spell out a minimum price? 

Mr. Kemrtey. No. You see, the market fluctuates. It is a very 
fluid market, and we watch this market. You see, we get reports; 
the market starts at 9:30 in the morning, and it runs until 1 0 ‘clock 
in the afternoon. 

Mr. Hagen. You figure at the current time it is so much, it is a 
pretty good price, and then you make your offer ? 

Mr. Kemprtey. You see, you know what your cost of production 
is. I have records back for 16 years back, on my cost of production, 
and I can tell within just a very few pennies a ‘bushel os at it costs 
me to grow a bag of onions and deliver it into Chicago. 

And here is the beautiful part about a futures market for me as a 
grower: I know what my production costs are, and any time this price 
gets right on the Mercantile Exchange, I can step in there and I can 
ell my whole crop. Say I grow a hundred cars of onions, I could 
likely go in there and in a matter of maybe 5 minutes I can sell this 
hundred cars of onions. 

Now, you see, we sell these onions, not with the theory of delivering 
these onions onto the Mercantile Exchange, but we are just getting 
price protection. 
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You see, we insure against fire, wind, and other acts of God. 
We tilled our land, thoroughly drained it. We have irrigation. We 
have crop driers to dry our crops and save them, if we run into wet 
weather, and we have taken all those precautions. 

We have learned from our universities how to produce them most 
efficiently, and the only thing that we haven’t under control is the 
price. But the futures market gives us a place where we can go in 
and protect our investment, and maybe sometimes we can make a little 
profit onto it. 

And on this delivery 

Mr. Hagen. The price you get-—— 

Mr. Kemetry. Pardon? 

Mr. Hacen. The price you get is the price that is current on the 
market at the time 

Mr. Kemerey. Yes. You see, now 

Mr. Hacen. (continuing). That you make as your offer through 
your broker ? 

Mr. Kemprtey. Well, we can put the price that we want to receive, 
see, and they have—if you are familiar with a futures market, they 
post these offerings, you see. I would say I wanted to sell 10 cars of 
onions. I would call in. Well, the market right at the minute is 
about $1.60 for a November contract. Well, say I wanted to get an- 
other 5 cents a bushel, I would call in to my broker and I say, “I would 
like to sell 10 cars at $1.65.” 

Well, they have a board, a blackboard, see. Now, I am offering 
these onions at $1.65, so he would have this posted on this blackboard. 
And also, say maybe we got Mr. A and Mr. B here, some speculator, 
who might be anybody. He can be a dentist or a doctor or a farmer, 
or whoever it may be. 

Well, maybe he is offering $1.59 right at the minute. You see, there 
are offers posted, and bids posted. Well, then eventually they come 
together. Well, maybe I can leave those onions up there a day or a 
week, and eventually the market gets up to $1.65, somebody wants to 
buy them at that, this speculator, and he buys my contracts. 

Now, he may in turn sell this contract to some other speculator, 
but me, as a hedger, I am satisfied with the money I received on these 
onions. You see, so far as I am concerned, this is a cash sale. I know 
what I am going to get for my produce. ‘That is a fast price. 

Well then, we follow this car through, and we go ahead and harvest 
these onions. 

Mr. Hacen. You do not get the cash ? 

Mr. Kemptry. No, no. You see, it is a very good market, there is 
margin to put up on both sides, you see. I have to put up margin to 
guarantee delivery, and the other person has to put up margin to 
guarantee—— 

Mr. Hagen. Actually, the volume of offerings such as yours is 
what constitutes a so-called open contract ? 

Mr. Kemprry. That is true. Now, this is where your open con- 
tracts come in. 

Mr. Hagen. When do you get your money ? 

Mr. Kemprey. Well, when we deliver the onions, but you see, this 
is not a theory of a futures market. We don’t try to deliver onions 
in on a futures market. You see, when November comes along or 
any time after we have these onions harvested, with your freight rate 
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and risk of delivery, they sell these onions at 25 cents a bag under 
what we have them hedged for on the Chicago market. So we have 
our cash channels and our cash buyer comes along, and we don’t have 
to take what he gives us, but we say, “Here, we have our onions 
hedged, and you call up our broker, you can have them for 25 cents 
under the Chicago market on the Mercantile Exchange.” 

So he does it all with our broker, and he will buy these onions, he 
will go in and buy this contract off the board from a spec sulator or 
whoever holds that contract, and we pack him the cash onions and 
put on his truck. 

And, you see, on that basis, we know just exactly what we get for 
our onions. We don’t care whether the price goes up. Say we sell 

t $1.65, we don’t care whether it goes up to $30 or down to 30 cents, 
von see, ‘it is immaterial. We have our $1.65 tose the 25, which would 
give us $1.40 a bag f. 0. b. 

Mr. Hagen. As a farmer hedger, you are just a seller, not a buyer? 

Mr. Kemetey. I am just a seller, see, because if I became a buyer, 
then I become a speculator, and I think—now, this is my own per- 
sonal opinion on that—I think lots of these farmers that came in 
here and gave testimony against the futures market have violated 
the laws of the futures market , and they have just become hedgers of 
their crop. 

Mr. Hacen. They have ceased becoming hedgers of their crop 
only. 

Mr. Kemetey. If I had a hundred cars of onions in my warehouse 
and I think the deal is good, I go there and buy all my hedges back, 
and I go in and buy a ‘hundred ears along with the hundred cars i 
have, and you see, here I have got 200 cars that are not covered by 

any insurance or anything. 

Well, then the bottom drops out of the market, I have lost on the 
onions I bought on the futures market and I also lose on these in 
storage and, you see, mainly we, as growers and as producers, what 
we are interested in is to have a place that we can go and contract 
our crop ahead with some assurance of getting our money back or a 
little profit. 

Now, there is one thing I would like to say extra here. Mr. Me- 
Intire asked a question about the fluctuation in the markets. Well, 
this last summer, in Racine County they had seed onions, and at that 
time onions were very short. The futures market didn’t enter into 
this. They were down to $2. They were getting $3 to $4 a bag, 
and the cash buyers were buying these. 

We had likely the earliest seed onion in the United States. We 
have a crop drier and can take them green and condition them for 
the market before anybody else. We started to top onions the 12th 
day of August. We sold our first onions the 15th day of August. 
The 8th day of August, I actually know of onions that sold for $3.75 
a bag out of the Racine area. By the 15th, the first onions we sold 
we got $2.25 a bag. By the 22d day of August, we were selling 
onions for $1 a bag, and that is a very violent fluctuation in the cash 
market without any futures market concerned. 

Mr. Hacen. Unfortunately, of course, all onion growers don’t have 
the opportunity to grow the onions you grow. You grow the only 
kind that are traded on the futures market. 
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Mr. Keme.ey. I think you will find that 95 percent of the onions 
grown in the northern U nited States is the type that you can trade 
on the futures market. But you see, you can also—a lot of people 
have a mistaken idea. 

Mr. Haaren. What about these poor growers down in Texas? 

Mr. Kemerey. Well, they don’t have a futures market, but I would 
hate to operate, myself, without one with any assurance of knowing 
what I am doing, and I will bring that out further as I read my testi- 
mony along here. 

Now, does that explain your point on open contracts and the 
hedging ‘ 

Mr. McIntire. May I ask one question at that point? 

I think you gave the impression that, as a grower, you can hedge, 
provided you do not sell more than what you are producing. 

Mr. Kemeprey. That is true. 

Mr. McIntire. And that the purchaser of your contract, your 
hedges, the purchaser of your contract, is a speculator. 

Weil now, that purchaser can be a hedger, too, ¢ an he not? 

Mr. Kemper. Certainly he can. But, you see, as far as us as 
farmers, where we just sell what onions we grow, without trying to 
speculate any on the market, you see, we can’t get ‘hurt, regardless of 
what they do, if we get our onions sold on there; regardless of what 
happens to the market afterward, we can’t get hurt. 

Mr. McInvire. I realize that, but I just wanted the record to show 
that the definition of that hedge was not entirely complete, because 
the purchaser of your contract can be a hedger, also. 

Mr. Kempuey. Yes. 

Let’s say—well, let’s take Campbell Soup Co. We do sell them a 
lot of onions. Now, say I offer these onions for $1.65. Say Campbell 
Soup Co. thinks that onions are going to be higher. They are a 
processor of onions. And say they go in and buy my onions, they are 
hedging their operation to know what their raw material costs to 
make this soup out of. 

Even, at times, I think you will find that some of the chainstores 
have been in on the futures market on the buying side, too, and I think 
you will find the A. & P. has been in there and bought onions on the 
futures market. 

Mr. McIntire. Yes. 

Mr. Kemprey. In fact, I know we have a little fruit house in our 
town of Portage, and I know they always used to buy about five cars 
of onions on futures. 

Mr. McIntire. If that buyer was in short position and covering 
his short, would he be a hedger ? 

Mr. Kemptey. Well now, this is a different stor y here again. Here, 
if the man is buying these onions for use in his business, then he is 
hedging. But if he buys them just as to make money on it, then he is 
a spec “lator. 

Mr. McInvire. Yes. 

I will stop with this, but would it be your interpretation of a defi- 
nition of a hedger—— 

Mr. Kempzey. Yes. 

Mr. McIntire (continuing). That if he was in a short position and 
was buying your hedge contract to cover a short position, that he is 
also a hedger? 
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Mr. Kemptey. Wait. We were talking about him buying. You 
see, I am an actual hedger selling onions, and this processor or this 
wholesaler is buying my contracts, then we are both hedgers. He is 
hedging. 

Mr. McIntire. Wheth : r he is a user of onions or not ? 

Mr. Kemriey. But if he was a fellow that had sold onions short 
without any onions, and was buying these to cover his short sales, he 
would be a speculator, and you can also sell onions short speculatively 
as well as buy them. 

Mr. McIntire. Just one other point, and this is brief: You were 
mentioning the fact that as a producer, you went out and got your 
insurance of your production costs through a hedge, and that you have 
firmed off with a firm contract on which you eventually are going to 
take in your money. 

Mr. Kemprey. Yes. 

Mr. McIntire. Now, you also said that you do not sell these futures 
as a hedger for delivery to the board, so these are not going to be your 
onions produced that fill this contract, necessarily. 

Mr. Kemptey. Not necessarily. 

Mr. McIntire. Not necessarily. 

Now, the fact that you have got a hedged position at your cost of 
yroduction, are you a weaker seller on the cash market than you would 
f e if you did not have that position ? 

Mr. Kemerey. No, I would say that I am a stronger seller, because 
here, I don’t have to take—you see, the buyer comes along to me and 
I don't have to take what he offers me, because all I have to do is 
tell him to go down to my broker and buy at 25 cents under the 
market. You see, I don’t have to take any offer on this hedge unless 
he wants to pay the price that I ask him. 

Mr. McIntire, Sure, that is right, but you are willing to deliver 
him onions if he goes in and buys your contract for 25 cents less than 
what you sold it for ; 

Mr. Kemptry. Yes, but it costs me that to ship it in to Chicago. 

Mr. McIntire. But you say you were willing to deliver onions? 

Mr. Kemptey. Then I lose all the protection that I have got. 

Mr. McIntire. I know you do individuallly, but are you a weaker 
seller on the cash market because you have got protection than you 
would be if you did not have the protection in the futures market? 

Mr. Kemptey. No, I wouldn’t say that. In fact, can I give you some 
examples of some of these operations I have had in the past years. 
I will start with last year, with 1956. Now, we did hedge quite a few 
of our onions along the latter part of July at an even $2, and it went 
along and we eventually bought these onions back at 90 cents. 

Now, this is an instance where I think that we actually sold the 
cash onions for 90 cents. You see, we gained a qu: sphei on that deal. 
But that was the figures on that. That was in 1956. 

In 1955, we were hedged in at $2.30. Now, this is an instance where 
we have held the cash market up. Now, this market in 1955 was very 
stable for approximately through August, September, and October, 
and part of November, and it was just due to us people that was hedged 
in there, we held our onions off the market; and the cash market at 
that time, I think, varied from between a dollar and a half a bag 
to a dollar seventy cents, and that was an instance where we delivered 
onions onto the mercantile exchange for the reason that we could— 
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it meant between 40 and 50 cents a bag, which would be from $240 to 
$300 a car more by delivering them onto the mercantile exchange than 
it would selling them on the cash market. 

You see, that is one time you deliver, if some speculator gets in 
there, the cash market, say, the cash market is established at $1.50, 
some speculator gets in there and says that the market is $2, which 
would be $1.75 on the farm, which would give us another $150 to 
$300 a car, then we would deliver the speculator those onions. Because 
that is where you get the top money for them. 

Now, in 1954, our operation—we had our onions hedged at $2.40 
abag. We bought them back at $1. 

In 1953, we had onions hedged from $1.85 to $1.35, and an average 
of $1.50, and we bought the hedges back at a half dollar, and that was 
one time we got 10 cents over the board on our cash onions, because 
we sold them at 60 cents a bag. 

And in 1952, the market—that goes back to where we had a high 
market, and we actually had our hedges out into February at $2.50, 
and delivery month came along. We delivered the onions into the 
board at that time, we couldn’t find a cash buyer, but the market on 
onions was $4 on the board. 

If we hadn’t sold, we could have gotten $4. 

But that covers 5 years, and once in 5 years we would have been 
better off if we hadn’t hedged our onions on the futures market. 

Would you care to ask any more questions at this point ? 

Mr. Grant. No. You may continue. 

Mr. Kemptey. O. K. 

Furthermore, many other producers use the market in the same 
way that I do. 

If a measure to abolish futures trading in onions is approved by 
the Congress, I will no longer have price insurance; but if I wish to 
continue growing onions, I must do so and gamble on the result. I 
will be thrown to the wolves. 

The growing of onions today is a costly business. In my section, 
onions are pli anted between April 20 and May 10 and are harvested 
from around August 15 to about September 10. 

I grow between 80 and 100 acres of onions each ye I estimate 
that | my actual growing costs, when depreciation of machinery, my 
own time, and so forth, are taken into account, are around $200 per 
acre. 

The actual cost of getting the onions to market will approximate 
an additional 50 cents a bag. 

Now, this makes—this is not on my paper—but this makes a total 
of $1.50 per bushel delivered in Chic: ago in November. 

Now, I have records on that for 12 years, and that is our average 
cost of $1.50 a bushel. 

In that we figure interest on our investment and land and equip- 
ment, and all our other expenses, everything but my wages 

Mr. Hacen. Let me ask you a question there. Do you think you 
do as well if every onion grower sold his onions in the futures market 2 

Mr. Kemptey. Well, I don’t think it would make any difference, and 
personally, in industry, you go to industry, and they won’t produce 
anything until they have a price established on it. 

You see, if you have a price, if you know what you are going to get 
for your product so you can safely go ahead and spend | the money 


| 
| 
| 
i 
i 
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for the proceeds and fertilizer and insecticides and give the crop 
everything it needs, you can be a much more efficient grower than you 
can if you don’t do that. 

Mr. Hagen. What I was trying to establish, and I may not know 
anything about it, but if every onion grower offered his onions on the 
futures market, the natural tendenc y “would be for the prices offered 
to go down, would it not, Mr. Kempley ? 

Mr. Kemetey. No, I don’t believe so. 

To be frank with you, my own personal opinion of this is, if all the 
onions, the northern onions, in the United States were offered on this 
market, all your buyers would have to come in there, and each buyer 
would be bidding against each other buyer. 

And it hinges | down to one thing on the production of onions: If 
we are a few onions short, this price will fluctuate anywheres from 50 
cents a bag to $5 to $6, and it just depends on the supply. 

And I think you will find most any year there are too many onions 
planted, and there has to be some weather disaster overtake some 
onion-growing section to get a big price on onions. Because if every- 
body works out fine, the weather “and everything, we always have too 
many onions. 

Onion prices are very volatile. They fluctuated a lot before there 
was any futures market; they fluctuated a lot with the futures market 
in operation and, so far as I can see, they are going to fluctuate a lot 
in the future no matter what the Congress does about futures trading— 
unless some way is found to prevent overproduction. 

Consequently, with very high and fixed production costs, hedging 
become a most valuable privilege, which could easily be the difference 
for many growers between continuing in business or being wiped out 
by 1 or 2 bad years. 

The farmer today is in a squeeze. The price of almost everything 
he buys is fixed, and if it moves at all it goes upward. 

On the other hand, the onion farmer has a product which is con- 
trolled by the law of supply and demand. Within the past several 
years, the onion industry has been troubled by chronic overproduction. 

The introduction of hybrid seed and improved methods of culti- 
vating and handling the crop has contributed to the surpluses, which 
have a tremendous effect upon price. 

I think the onion producers of the country should be doing some- 
thing about their fundamental problem and that they have been misled 
into ‘thinking that the exchange is responsible for their difficulties. 

Onion farmers have very short memories. In 1952 the average 
price per 50 pound sack was $2.15, but the next year production rose 
6,840,000 sacks and the average price dropped to 56 cents a sack. 

Naturally, the growers were angry and they looked around for a 
scapegoat. Some influential persons in the industry said the exchange 
was responsible and the hue and cry to abolish futures trading began. 

But back in 1931, long be fore there was an exchange, the price 
aver aged $1.01 a sack. In 1932 2 production increased by more than 
7 million bags and the price fell to an average of 27 cents a bag. For 
the next 9 years the price of onions averaged only 53 cents a bag. 

The futures exchange couldn’t have been ae for those low 
prices. 
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Through the futures market I can protect myself, and I can state 
quite frankly that it has been the difference between profit and loss 
for me during several seasons. 

The futures market is a boon to many producers. I dare say that 
the percentage of actual onion farmers using the market to hedge 
is greater than in almost any other c ommodity. 

I have heard wheat farmers and growers of others crops say that 
they do not use their futures market and do not know other producers 
who do use it. This is not the case in onions, and my best estimate 
is that 50 percent of Wisconsin onion production is hedged. 

The futures market is a tool which is useful to producers if it is 
rightly used. It is a tool like a tractor or some other useful piece of 
farm machinery. I can see no logical reason to deprive us of that 
tool. 

Let me tell you where some of this feeling against the market comes 
from. I know growers who speculate on the market instead of he dg- 
ing and then blame futures trading. 

I know others who hedge but also speculate a lot. When they lose, 
they attack the market. 

Still others raise 100 acres or so as a sideline to other activities and 
don’t like it when they lose. 

A grower does not have to speculate in onions, and if he does and 
loses should blame himself and nobody else. 

Quite naturally, I think the futures market in onions should be run 
right. Undoubtedly the market has lent itself to manipulation in the 
past and a stop should be put to that. 

However, the exchange and the CEA have put a number of reforms 
into effect. Also, newspaper accounts of the CEA report say that 
abuses on the exchange had nothing to do with the flareup in price 
last February and that the futures market throughout the year was 
unusually orderly and stable. 

If this is true, I see no reason for the renewed demand for the death 
of futures trading unless it comes from persons who think they have 
something to gain personally by the action. 

Some growers have been led to feel that the exchange is responsible 
for all their troubles and low prices. If they have been in the busi- 
ness any length of time, let them think back on their experiences. 

I grew my first acre of onions in 1937. We raised 900 bushels. The 
bags alone cost us 12 cents apiece and we got only 32 cents for a bag of 
onions. 

Again in 1941 I raised 5 acres and made money in onions during the 
war years and immediately afterward. Yet I learned that some of 
the cash buyers were very smart. They would come into Wisconsin 
and would buy our onions. Later on we learned that they paid us 
£1 and $2 below the market. 

We had no adequate means of getting information about onion 
‘rices in those days; nor would we have “adequi ite means of getting 
information in the event the futures market were abolished today. 

The Government might state a price, but the Government would 
not buy our onions at that price. Nor would the Government report- 
ing system give us speedy and accurate information on prices such as 
the futures exchange furnishes today. 








ONIONS 203 


I would like to say something else. I don’t mean to cast any asper- 
sions on the United States Department of Agriculture statistics or 
statisticians because they do a good job. 

On this reporting service they do a very good job on that but we 
get that daily report, but they tell us a price in different cities, but 
we have to have contact with some fruit house. We just can’t go in 
there and sell our onions on those reports. 

The National Onion Association is leading the effort to abolish 
onion trading. 

I do not think the association represents the growers. Certainly 
it does not in the State of Wisconsin where the association has only 
about six members. 

The association exists, I am told, mostly as a statistical organization. 
The report in February which contributed to the flareup in prices 
was a National Onion Association report, and word about it got out 
ahead of time. 

I do not say that the reports are deliberately leaked but the news 
gets around. 

Naturally, if there is any trend shown in a report, it has a market 
effect and is likely to have it in advance of the issuance of the report 
itself. 

A couple of years ago I heard the head of the National Onion Asso- 
ciation, Mr. Baldwin, say in effect that he longed for the return of 
the good old days whien some of the growers could get together, or 
talk with each other, and put the market up. This kind of an 
operation sounds suspiciously like manipulating the market. 

Mr. Baldwin may always work to put the market up, but if “the 
good old days” came bac k someone else might get a group together 
and decide there was more money in driving prices down. 

I doubt that the “good old days” would come back even if we 
killed the futures market. Buying methods have changed and the 
chains are more and more a factor. 

In this connection, I haven’t heard any farmers who grow perish- 
able commodities that are not traded in on the futures market shout- 
ing over their good fortune. They have their troubles, and one of them 
seems to be that their cash markets have a habit of going down when 
their produce is going to those markets. 

Futures trading in onions broadens our market and makes it less 
vulnerable to the big buyers of onions. 

The futures market gives producers another advantage which I 
have not heretofore mentioned. 

Let us say that I have my onions in storage and need money to 
finance myself. If I have these onions hedged and have a U.S. 1 
onion with a warehouse receipt, I can go to my broker in Chicago and 
get the money I need. In most cases I can get up to about 90 percent 
of the value of the onions. 

Mr. Chairman, the onion growers have no support prices and get 

very little help from the Government. Now along comes a campaign 
to kill the futures market. It is a helpful tool to me and to many 
other producers. 

Perhaps more growers should use the market, but that it is not my 
fault and not the fault of those growers who do use it for hedging and 
not for speculation. 


943812—57——-_14 
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Frankly, I think the death of the market would be a backward step 
which would hurt the entire onion industry but would hurt the 
growers of onions the most. 

I know it would hurt me, and as a plain dirt farmer who needs all 
the tools he can get to make a living, I say clean up the futures mar- 
ket, but let it be there for those of us who can use it to help us in 
this hazardous business of growing onions. 

Mr. Grant. Thank you. 

Mr. Kemptey. I have another letter from another of my neighbors 
who couldn’t come but this is from the Jasperson Bros. Produce, this 
is the letter they wrote dated May 1, 1957: 

To Whom It May Concern: 

We raise between 40 and 60 acres of onions yearly. We are in favor of 
futures trading. 

Very truly yours, 
VERNON JASPERSON, 

Mr. Grant. Thank you very much tor your statement. 

[ believe the next witness is Mr. John Terpstra of Munster, Ind. 

Have a seat and we will be glad to hear from you, sir. 


STATEMENT OF JOHN D. TERPSTRA, CHICAGO, ILL. 


Mr. Terpstra. My name is John D. Terpstra, president of John 
D. Terpstra & Co., located at 110 North Franklin Street, Chichgo, 
Ill., dealing chiefly in onions. I am a member of the Chicago Mer- 
cantile Exchange and have been on the onion committee of this ex- 
change since January 1954. 

I was born at Munster, Ind., on a small truck farm. I have had 
a little over 30 years’ experience with onions: growing them; 
peddling, retail and wholesale; shipping and prepackaging, until 1 

came to the exchange in January 1954. 

Our company handles 1,200 to 1,500 cars of onions suitable for 
board delivery every year. Every car is hedged at all times until 
sold on the cash market or delivered. 

I am speaking only of my own experience in the hedging of onions 
on the board, and I know there are a good many who use the board 
in the same way. 

During the growing season we buy onions on contract from growers 
at a guaranteed price for a certain delivery month. Most of our con- 
tracts are made in June and July and at harvest time. This you can 
readily understand, is before any cash market or supply and demand 
market is made. Growers with hina we deal have been assured a 
cost of production plus a profit for every year that I have been on 
the exchange. In fact, the banks these people deal with advise that 
they continue hedging onions in their growing operations, or at least 
that portion of the crop which will give them back production costs. 

A Michigan grower, who had never done any hedging before, came 
to me recently to discuss hedging. His banker advised him he should 
hedge sufficient onions to cover costs, etc., and they would loan them 
$24,000 to do this; the bank felt that he had no business gambling 
on the whole crop. I’m trying to say that gradually more and 
more of the banks throughout the country are rei alizing that a loan 
to an onion grower who is hedged is a better risk than to one who 
is not hedged. 
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The fact that all growers do not use the futures market and all 
banks do not realize its benefits is due to some extent to some of the 
bad publicity by some manipulators. These are mostly leaders of 
the opposition, who themselves have not learned to use the board 
properly. 

After the onions are hedged and in storage, we begin marketing 
them on the supply and demand market the cash market. The first 
contract is for November delivery. Most of the onions are already 
in permanent storage, and if they are of good quality we look for a 
spot to buy in our November hedge and ‘repli ice them with a more 
distant option at a profit above the storage costs. 

In the 1956-57 season we hedged most of our onions directly into 
the January option, because we were able to pay the producers a good 
profit above storage costs to hold these onions until January. This 
was possible because we were able to hedge our purchases on the 
exchange. 

One grower in Minnesota, who had no warehouse a few years ago, 
built an 80-car warehouse at a cost of $45,000 after we expli ined to 
him how he could pay for his warehouse by storing his onions in the 
fall and get $240 a car more by hedging into later options. He is still 
in the onion business. Without the board he would not have at- 
tempted it. 

A grower in Wisconsin needed irrigation. We purchased enough 
onions from him to enable him to buy his irrigation equipment to 
bring his crop up. Because of the exchange, the little grower has 
been able to st: ay in business on an equal basis with the former large 
grower and not be dependent on the latter for financing or marketing. 
The little man knows the market every day. He now has only one 
job—to stay in business; that is, to grow competitively. 

Does this committee wish to recommend to Congress a bill that 
would take away these many benefits from those who depend on the 
exchange, which is now regulated giving additional safeguards, for 
their market? The exchange is blamed for the wide swings in this 
year’s January-February onion m: arket ? 

This is not true. It was due entirely to a natural market condition 
in my opinion. Let’s look at the situation. What caused the rise of 
70 cents a bag? Because of the Government production report of 

5,536,000 bags in December 1956, inventories in dealers’ hands were 
held at a very low level and business was being done on a hand-to- 
mouth basis. However, in January the Government came out with a 
figure of 8,940,000 bags on hand, which showed plenty of onions for 
domestic use and too many if the early Texas crop were on time. 
What happened ? 

Texas stayed dry, and reports stated that Texas production would 
not be too heavy. We would need the old crop for most of March 
Since the export business was above normal, the buy side seemed 
good gamble. The trade built up inventories causing the free on board 
markets in the country to go up roughly $1.25 per hundredweight. 
The board only reflected this sentiment and was not out of line with 
the cash market. 

During the month of January we were able to buy in our hedges 
and sell in the open market 100 percent of our New York holdings 
which were 331 cars. The board went up 70 cents per bag; the cash 
market 65 cents. 
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I would like to answer Mr. Grant’s question that he asked ou 
doctor here from Illinois. 

Mr. Grant. O. K. 

Mr. Trerresrra. That is in regard to the amount of hedges that 
were in this western New York. I think the group said yesterday 
was 2 or 3 percent. 

Now, our ee) we happen to work quite heavily in this western 
New York area, our company alone had over 500 hedges in western 
New York as of the Ist of January, and your total holdings accord- 
ing to the Government on J: anuary 1, were roughly 1,800 cars. So 
that is a great deal more than 2 or 3 percent, plus we are not the only 
operator in that area. There are also other people who hedge on 
this through other houses besides us. 

It consisted of some 42, 43 growers whom we had contracts with in 
western New York out of a total of possibly 140 to 160 growers in that 
section. 

Now what caused the sudden en ¢ ‘The same reason in reverse 
which caused the rise: Namely, rain in Texas, a big drop in exports 
which forced these onions back bats the domestic trade, and a rapid 
pile up of inventories. 

The trade was not willing to gamble on old onions when Texas 
people told them there would be 1,500 to 2,500 cars of Texas onions 
shipped in March. Dealers, shippers, and growers unloaded their 
onions on the market as fast as they could. If they couldn’t sell them, 
they consigned them. This too was reflected in ‘the board price. 

Price swings are not unusual, but are less erratic where there is a 
future market, due to profit taking and price hedging by the specu- 
Jator. For example, Texas onions sold wholesale on the Chicago 
market April 16 of this year for $3 a bag, which was 60 cents per bag 
higher than the previous week. However, on April 17, at Chic ago they ‘y 
sold for $4 a bag. One dollar a bag swing in 1 day. On April 2 
they were $2.50 a bag. A dollar and a half s swing in 1 week. 

When I left C hicago they were back up to $3. 85. There is no doubt 
that the hedger and the speculator are a stabilizing effect on the 
market. 

The board market only reflects the sentiments of the majority. 

Our Government reports are followed very closely in our market, 
as in every other market. Private reports have not in the last couple 
of years for some reason or another had any particular influence on 
the onion market until the February report of the National Onion 
Association on stocks and disappearance. This report was not fol- 
lowed by any Government estimate of stocks and disappearance. In 
my opinion there should be such a February estimate by the 
Government. 

I would like to suggest that the Government service be improved 
so we may have a more accurate report especially on production. 
The Government’s final estimate in December of the 1955 crop showed 
a production of 29,962,000 fifty-pound bags. The trade believed this 
to be a good onion year and marketed accordingly. Much poor quality 
went to market early. This also encouraged an early Texas crop. 
Result : We dumped onions and had a disastrous ending. 

I rar | year ago in my testimony before the House subcommittee 
that the Government’s 1955 production figures would probably be 
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revised upward. In July 1956 they were raised to 32,084,000 fifty- 
pound bags. This year they will be revised downward some. 

These reports do not have a stabilizing effect on the market. They 
possibly do more damage to the producer than not having any reports 
at all and are the cause of some price fluctuations. 

The 1956 final Government production figure on onions was 35,- 
536,000 fifty-pound bags. The stock on hand January 1 was only 
600,000 more than the 1955 figure. However consumption for the 
period until January 1, 1956, was about 4% million bushels more than 
in 1955. To anyone in the onion business this doesn’t seem very logical. 
But a speculator surely would want to buy onions on this report. It 
doesn’t seem to me that reports should vary that much. Anything 
that could be done to improve them would have a stabilizing effect on 
the market. 

Those who want to destroy the futures market and are carrying 
their campaign through the National Onion Association accused the 
exchange in 1955 of manipulation. The disastrous ending of that 
year made a pretty good case. The association leaders used it very 
efliciently for propaganda to build up an organization that was fast 
falling apart. Many of the leaders of this opposition to the exchange 
were involved in a deal to manipulate the price of onions that year 
by buying most of the cold-storage onions in Chicago. When it was 
found that they had misjudged the onion supplies on hand or guessed 
wrong on the market, they ran to Washington to ery “m: inipulation.” 

In my opinion, they did this not so much to get rid of the exchange 
as to avoid paying for the onions purchased in Chicago. To my 
knowledge they are still not paid for, in the hope that the CEA will 
find some other fellows involved in this deal to be m: mipul: itors. 

I am referring to a case which is CEA docket No. 3 and which has 
been brought against two individuals and a Chicago produce firm 
which deals in onions. 

Some of the leaders of the National Onion Association, including 
the president, are involved in this case, but are immune from prosecu- 
tion since they are Government witnesses. The president, Mr. Bald- 
win, has testified that he was mixed up in the deal which was intended 
to fix the price of onions; either to put them up or to prevent them 
from falling. 

These leaders claim this was done to save the onion industry. 
These same people tried to save the industry in 1954 and lost money 
After 2 years of trying to manipulate with considerable loss, it we 
indeed time to find out the onion industry had changed and could ak 
be manipulated profitably. 

So the thing to do was to go to Washington, get rid of the exchange, 
and “go back to the good old days when we raised the price of onions 
50 cents a day several days in a row,” as the president of the National 
Onion Association stated in Chicago in December of 1955. 

Now, however, they are very much in favor of a stable market—a 
big change from 1955 to April 17, 1957, when the CEA report stated 
there were no signs of manipulation in the 1956-57 contracts but said 
futures trading had accentuated price trends on cash onions over 
short periods only. 

The National Onion Association commented in its Newsletter of 
April 17, 1957, that the onion industry is all too well aware of the 
continued long-term depressing effect futures trading has had on the 
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cash onions. But cash prices paid to the producers in the past yea 
will prove the highest in history on this size crop. 

I traveled over several onion sections of the country this spring. 
Most growers have changed their attitude toward the exchange. I 
have found no real bitterness. Many growers feel the exc -hange is 
working very close to the cash market since we have had some cha ange 
in rules. The sentiment in favor of futures trading by producers has 

made great strides ahead this past season. I am sure that within 5 
years there will be practically no objections among producers. 

Because of these hearings, a much heavier than usual campaign has 
been made in producing areas by the opposition during the past week, 
realizing, as I am sure ‘they do, this is their last desperate hope to “go 
back to the good old days.” In fact one of the past leaders of the op- 
position telephoned me at my home one night last week. He said, 
“John, I just bought another farm and I don’t know how I'll do if fu- 
tures trading stops on the exchange, but I am doing all right now. 

This, after 3 disastrous years, ‘according to the opposition, and 
above-normal production. 

This is true In many cases. I don’t know of an onion grower who 
has gone bankrupt growing onions since I have been on the exchange. 
Little farmers in other crops and small-business men by the thou- 
sands have gone out of business. But the grower who has used the 
exchange for insurance is better off than ever. 

I do not believe the National Onion Association is truly representa- 
tive of the onion industry. I find in the producing areas-where we 
operate that the National Onion Association is poorly represented. 

In one section of Minnesota, 2 weeks ago, I was told by a member of 
the National Onion Association that he was the only paid up member. 
There are some 20 growers in this section. In another section of 
Minnesota, where I had been told there was much bitterness toward 
the exchange, an onion grower told me he would be willing to go to 
W ashington to speak in favor of the exch: ange except for the fact that 
it was pl: inting time. 

However, he would write his feeling to his Congressman. This | 
find to be true in many sections. It would be interesting to know 
how many paid up members the National Onion Association has and 
not just the names on their books. 

[ am sure you would find less than 10 percent of the producers are 
members. Probably less than 1 percent of the people in the onion 
business are members. However, the leaders of the National Onion 
Association come to Washington claiming they represent the onion 
industry. 

The onion industry is possibly a $40 million to $50 million a year 
business at the producer level. Yet the National Onion Association 
has a difficult job keeping in the black on a possible $10,000 a year 
budget. Does this sound to the committee as truly representative of 
the industry, or of one who in the past has given honest service to the 
industry ? 

Should not the terrific campaign against futures trading carried o1 
in the past 2 years have built up their membership to at least 50 percent 
of the producers of onions? In fact, I understand that since their at- 
tack on futures trading they have lost further ground with the in- 
dustry. While every other branch of the onion industry which is 
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poet a service has progressed, the National Onion Association 
as made no progress in 30 years 

It would be very revealing to know of the many manipulations at- 
tempted by the leaders of the association in the past 30 years. 

Having been in the onion business for over 30 years, to my way of 
thinking 1 the exchange which in reality only furnished a place were 
people can buy or sell but where rules are set up to protect the buyer 
and the seller, is the best market I have ever been on. 

We must surely then come to these conclusions: 

The exchange presents many benefits to a producer who uses it 
properly. 

2. The exchange is not responsible for erratic price fluctuations. 

3. It represents a true market place for onions. 

4. The opposition to the exchange—leaders of the National Onion 
Association—is not truly representative of the onion industry. 

I would ask this committee not to recommend that onion futures 
trading be abolished and have the onion industry go back to an un- 
regulated and easy-to-manipulate case market. 

I have here some 40 names of people with whom I handle onion 
transactions and who favor futures trading in onions. I would like 
to submit these names for the record. 

Mr. Grant. Without objection it will be inserted in the record. 

(The document referred to is as follows :) 


List SUBMITTED BY JOHN D. TERPSTRA 


ONION GROWERS 


Jim Alverson, Grant, Mich. Richard Gumz, North Judson, Ind. 
Charles Brock, Grant, Mich. Arthur P. Gumz, North Judson, Ind. 
Gerald Draght, Grant, Mich. Elmer Hedstrand, East Grand Forks, 
Mrs. Casey Schuitema, Grant, Mich. Minn. 

Vande Bunte Bros., Hudsonville, Mich. Paul Horn Farms, Inc., Moorhead, 
Henry Luurtsema, Hudsonville, Mich. Minn. 

Ben Bosgraaf, Hudsonville, Mich. William Kreps, Moorhead, Minn. 

Dave Basore & Sons, Montello, Wis. L. E. Kreps, Moorhead, Minn. 

Marcus Gumz, Baraboo, Wis. Henry R. Peterson, Moorhead, Minn. 
Chester Kempley, Montello, Wis. Chester Shaw, Moorhead, Minn. 


Nick Savich, Rensselaer, Ind. 


The following are all onion growers in the vicinity of Elba, N. Y.: 


Charles Augello Sam Palermo 
Augello & Vigneri Dominic Pettinella 
Vincent Bedient Chas. Pilato 

Mike Cropo Patsy Pilato 
Thomas Dambra Luciano Sachelli & Son 
Frank Finney Sam Vella 

Patsy Fiorentino Patsy Vigneri 
Jas. Fiorentino & Sons Sam Zicari 

John Groves Tony Zambito 
Chas. Giordano & Sons Zambito Bros. 
Lucianna Giarizzio & Sons Alton Hare 
Joseph Mickey Farl Bates 

Musso Bros. Joseph Karas 
Sam Monachino William Karas 
Pat Monachino Sam Fianacca 
Steve Ognibene Marvin Burr 


Anthony Palermo 

Mr. 'Tervsrra. I wish to thank the committee for the time and I 
appreciate being able to present my feelings on onion futures to 
this committee. 
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Mr. Grant. Thank you very much. 

Mr. Baldwin, will you come around? He has asked at the special 
request of the committee chairman and the committee that he be 
allowed to make a brief statement. 

[ might say in justice to Mr. Harris, that Mr. Harris has made 
the same request as Mr. Baldwin, so Mr. Baldwin, with that we will 
be glad to hear from you. 


STATEMENT OF VERIL BALDWIN, NATIONAL ONION ASSOCIATION— 
Resumed 


Mr. Batpwiy. The only way for a group or industry to protect 
or promote its interests is to organize and work for those objectives 
that they consider vital. That is the American way and we know 
no better way and certainly the National Onion Association makes 
no apology for working vigorously to that end. 

I am well convinced that this committee is too experienced and 
too wise to accept personal attacks as a substitute for logical argu- 
ments. However, the nature of some personal attacks by my good 
friend Mr. Harris do call for some comment which I am happy to make 
and I appreciate the opportunity to do so. 

In reference to me being a m: mipulator I will state the facts which 
are a matter of record by the CEA and elsewhere and you may be 
the judge. 

Previous to September 1955, when futures trading in onions came 
under CEA jurisdiction, certain large manipulators now under in- 
dictment by CEA had made admittedly millions of dollars in specu- 
lation in onion futures and had built a tremendous reputation for 
successful manipulation of the market invariably on the bearish or 
short side and of course at the expense of the entire industry. 

Now, let’s look at the picture December 1, 1955. Statistically there 
was no surplus of onions. The cash market had been very good but 
declining. There had been accumulated in Chicago by these above- 
mentioned speculators 600 cars of onions. There was an unprece- 
dented amount concentrated in one market. 

We knew from previous experience that these would be delivered 
on the board and we know what much smaller supplies had done 
previously. 

We also were left no doubt as to the fact that these supplies would 
be dumped for board delivery. We were told by the owners that 
unless someone purchased those 600 cars from them at their price, 
they would deliver them on the board. 

Our country holdings were at stake. We were all, when I say “we”, 
I speak of a group that we worked together on this project, we were 
all country shippers and operators who owned onions in the country, 
in our warehouses. 

Our country holdings were at stake. The future cash price struc- 
ture of onions from coast to coast for the balance of that season was 
in extreme jeopardy. 

\ dozen of us agreed to take those onions which was no violation. 
The violation of a technical nature was the fact that we were a party 
to an agreement with the two speculators that they would deliver no 
more onions to the board for the balance of the season. We agreed 
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to nothing. We listened to their agreement that they would deliver 
no more onions, the balance of the season. This in itself as I under- 
stand now is a technical violation of the CEA regulations. 

It makes a difference how you state a situation. We, who purchase 

vars from Chicago storage see it this way: Our efforts and objective 
in the entire transaction was to prevent manipulation of the market 
by the inevitable delivery of the 600 cars on the board. If these 
onions had been delivered it would be a tremendous manipulative 
action with catastrophic consequences which we wished to avoid. 

You may be the judge of the amount of condemnation due me or 
others participating in that. 

The further reference Mr. Harris made to violation applying to 
& previous season is without merit. All I did that season was to buy 
a few from track and storage in Chicago to relieve the distressed 
situation and no agreements were made with anyone and no violation. 

The National Onion Association is the only organization serving 
the onion industry. Their primary objective is to furnish accurate 
information of a statistical nature to its members, and this was what 
it was doing on February 1. 

I covered yesterday the influences which led to the advances in 
onions in January 1957. I see the opposition still maintains the 
anticipation of a report w : a major factor instead of factors well 
known before some time by all the trade, all of which is really 
ridiculous. 

Further the opposition states the cause of collapse was imminence 
of Texas shipments and the slow up in cash demand. The slow up 
in cash demand came for that after February 4 break in futures 
prices, and not before. 

[ sold onions on February 4 for $2.20 a bag f. 0. b., and $2.30 a bag 
f.o. b. They were legitimate sales and I can produce og invoices to 
confirm it, and I could have sold dozens of cars that day, but the next 
day, after the shakedown of the board price, I could sell nothing. 

Texas onion crops from January 1 to April 1, carried an antici- 
pated pattern regularly with no surprises to anyone in the trade and 
was not a factor in the February 4 market. break. 

Mr. Harris mentioned my letter of February 18, which read: 

In fact, Veril Baldwin, president of the National Onion Association, stated in 
a letter to his membership on February 18, 1957, that: 

“Previous to our national onion Chicago meeting, I was advised that it would 
be poor strategy for us to fail to abide by the suggestions of the committee 
(the special House Agriculture Subcommittee which held hearings last year). 
To do otherwise would antagonize the only committee which could possibly 
grant us our ultimate objective. I was firmly convinced that we had no alter- 
native but to follow their suggestion of a waiting period.” 

Mr. Harris emphasizes the significance of that letter. This letter 
was written in answer to the insistence of an overwhelming majority 
of the onion growers that action be renewed this year to eliminate 
onions from futures trading and to urge them to follow the recom- 
mendations of the subcommittee as long as the recommended changes 
showed some hope of making onion futures trading tolerable. 

Thank you. 

Mr. Tracur. I should like to ask Mr. Baldwin what do you esti 
mate is the percentage of onion growers in the country who have 
paid up membership in your organization ? 
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Mr. Batpwiy. The percentage of the production or the individuals? 

Mr. Treacur. Either way as long as you specify which. 

Mr. Batpwin. That question, I can’t answer you precisely, but I 
know that the remarks that were made here are tre *mendously regular 
in that in Wisconsin the membership there would be more like 25 
or 30 rather than the number that he mentioned, and likewise in 
Minnesota, but to answer your question—— 

Mr. Tracur. How about Michigan, do you have any information 
on that? 

Mr. Batpwin. Well, in my opinion, in Michigan, I would say that 
40 or 50 percent of the production would be from members belonging 
to the association, 40 to 60 percent. 

Mr. Tracur. How about Ohio? 

Mr. Batpwin. Ohio is not a very big factor. 

Mr. Teacur. I wonder if you could, for the record, within the 
next 10 days give us the membership ? 

Mr. Barpwin. Certainly. 

Mr. Tracue. Will you send that to the committee, please? 

Mr. Baupwin. Yes, sir. 

Mr. Tracut. Thank you very much. 

Mr. Batpwin. Thank you. 

(The data above referred to is as follows:) 

Tue NATIONAL ONION ASSOCIATION, 
East Lansing, Mich., May 11, 1957. 
Hon. GrorceE M. GRANT, 
Chairman of the Subcommittee on Domestic Marketing, 
Committee on Agriculture, 
New House Office Building, Washington, D.C. 

DEAR Mr. GRANT: Enclosed is the list of members of the National Onion Asso- 
ciation which you requested during the recent hearings on onion legislation. 
I have scratched off the one member who has resigned during the activity con- 
cerning onion futures. This list is our membership paid up for the 1956—57 
season. Since this list was prepared, we have had a number of new members 
come in, and a supplemental list including most of those names is attached. 

During the hearings the impression was occasionally given that the support 
of the onion legislation was limited to the National Onion Association. I would 
like to call your attention to the fact that last year during similar testimony, 
other organizations such as the following strongly supported this legislation 
opposing onion-futures trading and again this year either testified in favor of 
the onion legislation or were represented by witnesses who did testify: 


The Wisconsin Muck Farmers Association 

The Wisconsin Farm Bureau 

The National Farm Bureau 

The Vegetable Growers Association of America 

The Michigan Agricultural Conference 

The Michigan Farm Bureau 

The New York State Vegetable Growers Association 
The United Fresh Fruit and Vegetable Association 
The Texas Citrus and Vegetable Growers and Shippers 
The Western Growers Association 

The Idaho Growers and Shippers Association 

The Southwest Idaho Growers 

The Malheur County Onion Growers Association 

The Hollandale Marketing Associution 

The Southern Minnesota Vegetable Growers Association 
The Colorado Onion Growers Association 


You might like to refer further to the thousands of names on petitions which 
were filed in support of the legislation during last year’s hearings. 

Seldom has there been an industry so united and so representative of such a 
high percentage of the interested people—almost unanimously in support of an 
effort to improve conditions in the industry. 
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The onion industry is anxiously awaiting word of a favorable report on the 
legislation to eliminate onions from futures trading. 
Sincerely yours, 
J. W. Rose, Secretary. 
Mr. Tracue. [ believe the next witness is Mr. Roy Porter. 
Mr. Harris. Mr. Chairman, could Mr. Olson submit a statement? 
Mr. Grant. Yes. 


STATEMENT OF 0. W. OLSON, CHICAGO, ILL. 


Mr. Oxuson. Mr. Chairman and members of the committee, my 
name is O. W. Olson. I have been asked by the president of the 
Chicago Mercantile Exchange to appear before the committee and 
testify concerning the bac :kground of the Chicago Mercantile Ex- 
change. This is because I was the first elected president of the 
exchange and also proposed in 1942 to the board of directors that 
the exchange seaviile facilities for trading in onion futures. 

The Chicago Mercantile Exchange is successor to the Chicago 
Butter and Egg Board. The Chicago Butter and Egg Board was an 
outgrowth of ‘the Chic “ago Produce ‘Exch: ange which was ests ablished 
in 1874. The C hicago Butter and Egg Board began functioning in 
L898. 

The members of the butter and egg board met daily and made 
offers and bids on a spot call. Sales were made under rules estab- 
lished to expedite this trading, to provide inspection service, and to 
arbitrate any disputes between members. 

With the development of cold-storage warehouses, the surplus 
production whith occurred in the spring months was stored. This 
accumulation prompted the storers to sell butter and eggs for de- 
livery in the fall and winter months. These were private contracts 
made between seller and buyer. 

About 1916 the board adopted rules which provided that on futures 
sales made between members on the board the seller and buyer must 
deposit margins with the exchange. 

The board acted only as a depository for margins and returned 
these margins to the sellers and buyers when the contracts were ful- 
filled. There were many such contracts made before the war—World 
War I—which were not registered on the board and on which there 
were no margin deposits made. 

Because many of these contracts were not fulfilled, a committee 
of the board was organized in 1919 to study methods of futures 
trading on other commodity exchanges. 

This resulted in new rules being adopted and the name of the 
Chicago Butter and Egg Board ch: inged to the Chicago Mercantile 
Exchange with a clearinghouse to clear all contracts of futures sold 
and pure chased by its members. 

I was elected president of the Chicago Mercantile Exchange in 
1920 and 1921 and served as a member of the board of governors, with 
the exception of 2 years, from that time until 1939. During this 
time I was in business for myself and associated with a brokerage 
house. The president of the exchange, of course, at that time was 
the presiding officer of the board of directors. 

The business management was admiinstered by the executive secre- 
tary who was called business manager. In 1939 I was employed by 
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the exchange as assistant business manager, in 1943 as business man- 
ager. This title was changed to executive vice president and later 
to president. I served as president until 1953, when I retired. 

‘here also was a good deal of opposition from many people in 
the dairy and poultry y industry to Sites 1 ‘ading. They felt that 
futures median Ww ‘ould be a detriment to their business because prices 
of sales made on the exchange would be published and producers 
would soon learn what commodities were selling at during any time 
the exchange was in session. 

I spoke at various State conventions of the butter and egg trade 
during the early 1920’s for the purpose of informing them how futures 
trading would be a help to them. In time the trade learned how to 
use the futures market to protect their inventories and today the 
futures market is used by practically everybody in the egg business. 

The exchange has always been alert to the changing methods of 
packing, grading, and merchandising the commodities sold on the 
futures calls. It has made changes in its rules to meet such new con 
ditions. In making these changes, the board of governors has always 
had in mind that the specifications on futures contracts be equitable 
for sellers and buyers. 

The specifications for these contracts have always been carefully 
considered so that a large percentage of the production of a commodity 
would be deliverable on the contracts. 

In the early life of the exchange commodities could be delivered 
only in Chicago either in refrigerator cars on track or in cold storage 
warehouses. ‘This was changed so that commodities could be delivered 
in cold storage warehouses outside of Chicago provided they met the 
requirements of the exchange. 

The grades specified on all futures contracts are United States Gov- 
ernment grades and the inspections are made by United States Gov- 
ernment inspectors. 

In 1942 one of the onion growers spoke to me about the possibility 
of futures trading in that commodity. We made studies of produc- 
tion, prices, grades, and so forth. We then attended a convention of 
the Onion Statistical Association and presented the subject of futures 
trading in onions. 

It was no surprise to discover that the onion growers and shippers 
were opposed to futures trading, just as the people in the butter and 
egg business were. And the reasons were the same. They thought 
that futures trading would upset their methods of marketing. Fu- 
tures trading in a commodity should not disturb the regular merchan- 
dising channels of that commodity. 

The main use of a futures market for a grower and shipper of onions 
is to protect his inventory of onions from a drastic decline in price. 
To do this he sells onion futures contracts. This is a hedge trans- 
action which he will leave undisturbed until such time as he will sell 
his actual onions in his regular merchandising channels. 

At such time he can purchase an offsetting futures contract of the 

same delivery and base the selling price of his actual onions on the 

price he pays for the offsetting contract. Until he buys the offsetting 
contract his hedge gives him insurance against a decline below the 
price at which he sold. 

Of course, he does not buy the offsetting contract; he must make 
delivery of the onions. I think the shipper and grower know how to 
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hedge but as the market moves from day to day they may change their 
position either by buying futures or allne more futures. By doing 
either they become speculators. They know this, too, but if the market 
does not follow the trend they thought it would, they place the blame 
on futures trading and on the exchange. 

This has always been true. In a statement made last year by Mr. 
Mehl, former head of the CEA, he said that between about 1880 and 
1920 approximately 200 bills were introduced in Congress to regulate 
futures trading. Practically all of these concerned grains and most 
were intended to prohibit trading in futures. 

While I do not know what happened to each of these bills, appar- 
ently none passed Congress because we still have futures trading in 
grain. There is no doubt that after any hearings on these bills Con- 
gress was convinced that futures trading in commodities does serve 
a useful purpose. I am sure that this committee after this hearing 
will decide that futures trading also serves a useful purpose for 
growers and shippers of onions. 

I thank you very much for your time. 

Mr. Hacen. Mr. McIntire, do you have any questions? 

Mr. McInrme. No. 

Mr. Hagen. On page 2 you state that there was a good deal of oppo- 
sition from many people in the dairy and poultry industry to futures 
trading. They felt that futures trading would be a detriment to their 
business because prices of sales made on the exchange would be pub- 
lished and producers would soon learn what commodities were sell- 
ing at. 

Mr. Orson. That’s right. 

Mr. Hagen. In other words, there you are speaking of the people 
in the butter and egg business who bought, buying from producers. 

Mr. Orson. That is correct. 

Mr. Hagen. Then you draw this parallel to the objection to the 
onion member. It is not the buyers who are objecting, it is the pro- 
ducers ¢ 

Mr. Orson. I meant producers, shippers; the growers are producers. 

Mr. Hagen. That’s all. 

Mr. Orson. Thank you. 

Mr. Hagen. Thank you. 

Mr. Grant. Who is next? Mr. Porter? 


STATEMENT OF ROY A. PORTER, ELBA, N. Y. 


Mr. Porter. For the second time in as many years, you are here, 
gentlemen, to sit in judgment of the desirability of trading onions on 
a futures market. I too may say I am here for the second time in as 
many years to defend futures trading in onions. I don’t know how 
you feel but I feel like a bride at the altar for the second time, not sure 
that I’m absolutely right but willing to try again. 

I’m an onion grower and shipper from the Genesee-Orleans section 
of New York State. I have a seat on the Chicago Mercantile Ex- 
change but am not a broker nor an associate broker. 

I have absolutely no income from brokerages through trading onions 
on the futures market. 

My only purpose for owning a seat on the exchange is the benefit I 
derive in reduced broker: ages on my own hedging operation. 








216 ONIONS 


Therefore I’m here for the purpose of defending the principle of 
futures trading in onions. To defend the principle one must do so on 
an economic and historical basis. Inasmuch as last year we heard the 
onion industry’s history from B. C. through April 1956 repeated many 
times, I'll concentrate from that date to the present. First we must 
drag out two old words, supply and demand. In spite of the fact that 
these two words have almost been replaced in the recent past with 
permissive legislation, marketing agreements, support prices, manipu- 
lation and excessive speculation, they can still be found in some of the 
better books on economics and spoken by some of the better economists. 

So we shall deal with the supply and demand of onions in the 
1956-57 season. We produced an estimated 351% million bags, some 
314 million for that more than the previous year and about 214 million 
above the 5-year average of 1949-54. 

Let it suffice to say that the supply was ample because within the 
industry it is generally agreed that a 30-million bag crop is large 
enough. The demand for onions as we have learned is quite in- 
elastic or constant. Therefore it follows that with 514 million bags 
more than necessary and no increase in demand, the price must be com- 
paratively low. 

That is precisely what happened. I'd like to quote a heading and 
subheading published in the Batavia Daily News in the mid lle of 
last September: “Big Onion Crop May Sink Price”; subheading : 
“Fears Mounting Over Bountiful Harvest C reating Oversupply.’ 

Now what did the futures market do during this growing season and 
after? Due to a late and wet spring which delayed planting, it 
worked slowly upward to a high in July of somewhat over $2 a bag 
for the November contract. Due to exceptional growing weather 
during July, August, and September, it worked downward to a low of 
about 80 cents in October when it became evident that production 
would exceed normal consumption. 

In short then, when a large crop was doubtful, the price was high; 
when it became evident that a large crop was a reality, the price 
declined. 

Much emphasis has been put on the rapid ascent and descent in the 
February and March contracts during the later part of January and 
forepart of February. I’m sure that if the people in the onion in- 
dustry search their souls, they must come up with the fact that they 
were the speculative buyers in this that lit the fuse; that the specula- 
tive shorts and the overhedged farmers poured on the fuel; and that 
at the time the bomb exploded, they had once again been caught in 
enemy territory. Immediately after the explosion, the retreat was on. 

A mad rush to reestablish a hedge position resembled Hitler’s on 
slaught of the Maginot line. The battle was over in 2 short weeks and 

again the very same people in the industry that had been the aggressor 
screamed “manipulation.” The Commodity Exchange Author ity 
wrote it up as excessive speculation. 

The complaint again seems to be centered within the onion industry 
itself. More specifically the power seems to be generated in East 
Lansing, Mich., under the organization name of the National Onion 
Association. Undoubtedly, if a vote were taken, the majority of its 
members would vote against futures trading. 

sut I think fewer would vote against futures tr: ading this year than 
would have last year. This is then due m: iinly to the e fort of the Na- 
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tional Onion Association to keep the futures market a continual topic 
of conversation within the industry. 

Although their efforts have been with a negative appro: ich, it never- 
theless has aroused the curiosity of onion growers of whom many have 
benefited. In my own area, I know this to be a fact. 

I have a picture that was ‘taken here in Washington during late last 
year. Of the 36 onion-growing units represented from our section, 
no less than 12 took advantage of the futures market during the 
1956-57 crop year. 

I think a 33 percent conversion of this group in a year is quite re- 
markable. I think a lot of the credit belongs to the National Onion 
Association. 

I also think that with a aye ® educational approach, with an 
indulge-if-you-wish undertone, the National Onion Association could 
really doa great service for its members. 

Let us deal a moment with a few other commodities. Most of us 
have grown lettuce, carrots, cabbage, beets, and spinach at one time 
or another. 

There is no futures market on any of these commodities but the 
prices fluctuate from nothing on up. I have seen many acres of each 
one of these crops left in the ground because of overproduction. 
Why then when we overproduce onions as we have in the past 4 years, 
do we want to eliminate the futures market ? 

We in the industry have a choice whether to use it or not to use it. 
Those that use it properly are not complaining. Those that use it 
improperly, should ask themselves whether the futures market or 
themselves are responsible for their plight. In my estimation it is 
far better to supplement the income of any agricultural industry with 
luxury dollars of speculators at their own risk than to take tax dollars 
out of their pockets and then listen to the continuous scream of the 
nonfarming citizenry. 

Much has been said concerning the impossibility of the onion farmer 
to obtain financing for a hedging operation. I am sure, now that the 
controversy of onion futures trading has become such a topic, that 
financing has become easier through most credit sources than it was 
in the past. 

Many of these credit sources have experienced very good results by 
financing an onion grower’s hedges as well as his operating require- 
ments. Financing in agriculture depends much more on the in- 
dividual than in other industry. He is responsible for the produc- 
tion of his farm, the labor relations, the sales and receipts of his 
farm as well as the financing of his operation. 

Therefore it is my belief that if his credit connections can be sold 
on the financing of his operating requirements, they can also be sold 
on his hedging requirements. Let it suffice to say that credit in farm- 
ing has become as necessary as seed and fertilizer and these farmers 
that need additional money for hedging purposes will find it available 
if they are worthy of it. 

You people on this subcommittee are charged with the responsi- 
bility of determining whether onion futures tr: ading i is desirable or not 
to the onion industry. I feel you will weigh all the evidence and 
testimony very carefully and will come up with the right answer. 

Several things might be pointed out however. 








218 ONIONS 


I feel the testimony given then by those individuals who would 
have the futures abolished, has been loaded with hearsay and opinion 
rather than facts and statistics. We both know that they have far 
outshone us with noise and prose. But have they proved anything? 

Could it not be a result of a few individuals whipping up the temp- 
ers of many who have not taken the time or have not had the oppor- 
tunity to know fully the facts of the matter. 

Is not agriculture, as a whole experiencing overproduction and a 
cost-price squeeze? It is my humble opinion that overproduction of 
onions and lack of progressive merchandising of onions rather than 
the futures market is the nemesis with which my industry is faced. 

In closing I would like to refer you to my testimony of last year. 
In it there are facts and figures that need not be repeated now but 
that do shed some light on the case at hand. 

I would also like to leave you with this very pleasant thought. Re- 
gardless of the number of hearings on this subject in the ‘future, I 
shall be the opposite of General MacArthur: “I > all not return. 

Mr. Grant. Thank you again, Mr. Porter for this statement. 

The next witness is Mr. Dw ight Haney. 


STATEMENT OF DWIGHT HANEY, ALBERT LEA, MINN. 


Mr. Haney. My name is Dwight Haney from Albert Lea, Minn. 
This is a report on our farm, Kansota Farms. 

Kansota Farms consisting of 425 acres located 4 miles south of 
Albert Lea, Minn., 10 miles north of Iowa-Minnesota State line. 
Three hundred acres of peatland. One hundred and twenty-five acres 
of mineral land. Farm was drained and tiled in 1925. Land is used 
for the production of onions, potatoes, cabbage, and carrots and 
soybeans. 

Produces from 60 to 75 cars of onions yearly. 

We are in favor of future trading on the board of trade in this 
commodity. We have operated on the board for several years and 
consider the board operations to be of considerable benefit to the pro- 
ducer of onions. It has been our policy to watch the prices on the beard 
and consider the condition of our growing crops. When the onions 
are 6 inches high and appear in a healthy condition and if the future 
market prices are high enough to assure us of a fair profit over the 
cost of production, we will sell on the board one-fourth of our esti- 
mated production and then 2 or 3 weeks later with the growing pros- 
pects being good we will book an additional one- fourth of our esti- 
mated production and in another 3 or 4 weeks at which time we can 
make a better estimate of our yield and quality and production we will 
sell another one-fourth of our estimated production if the board prices 

are satisfactory to us. We do not buy future onions. Our job is to 
produc e and sell when future market seems favorable. 

Onions are a very expensive crop to produce on account of so much 
hand labor involved. Our cost of producing a bag of onions on a 
normal year with average yields is a upproximately 90 cents per bag. 

On the 1956 crop ye ar of the onions we had sold on the future mar ket 
averaged $1.80 per bag f.o. b. What onions were not sold we received 
75 cents per bag f. 0. b. or a difference of $620 per car which showed a 
profit for the year’s operations instead of a loss and this has happened 
the last 3 or 4 years. 
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During the 4 months growing period usually many future market 
changes occur, caused by growing reports from the several growing 
districts. Damage caused by wind blowing out the planted seed, poor 
stands, too wet or dry, hail or storms and frost damage to fields of early 
planted onions. Floods and extreme heat cause frequent market 
changes in the future markets. 

Damage to crop will be under or overestimated even in a single 
district. Reports may vary greatly. Now these are some of the 
things that cause wide changes in the future market and we appre- 
ciate the opportunity of selling our products on the market bulges. 
Of course it could occur the market world advance much above our 
sale price but so long as the price we obtain assures us a fair profit 
over production costs we would not worry. 

There is at present a lot of available idle money and the owners 
are seeking a chance to invest in commodities with the idea of making 
profits. The profit and loss is divided. We as growers welcome the 
people into the game with their money. If future trading was elim- 
inated we as growers would feel it as a loss. Trading is not compul- 
sory. In the event we never find a favorable situation, we would do 
no trading. We would still have our crop to market in the ordinary 
way. We are growers for profit and if future trading continues we 
will gain some advantage in trading in futures. In the past 50 years 
we have had wide price changes when no trading on the board was 
done, so now we hope Congress will not eliminate the opportunity to 
trade in onions, ; 

If any regulation should be needed it should be some regulation of 
production. The consumption of onions remains about steady. Will 
only increase as population increases. We do not believe in price 
fixing with guaranties, would solve the problem but information from 
the Agricultural Department would help control overplanting. Con- 
sumption of onions for health could be stressed in an honest way. 

Mr. Grant. Thank you very much. : 

Next is Mr. Thomas H. Graves. 

You may proceed, Mr. Graves. 


STATEMENT OF THOMAS H. GRAVES, ELMWOOD PARK, ILL. 


Mr. Graves. Mr. Chairman and members of the committee, my 
name is Thomas H. Graves and I have been a member of the Chicago 
Mercantile Exchange since June of 1956 and am associated with the 
firm of Kelly-Black Co., Inc., commodity brokers. Prior to my be- 
coming associated with this firm, I was for 28 years a member of the 
staff of the Packer and the Packer Red Book, a rating agency serving 
the same industry, the national fresh fruit and vegetable newspaper. 

After 1948 I was a part owner of the Packer and served as vice 
president of the Red Book for over 5 years. 

Since 1928 I have been very closely associated with the growers and 
shippers of onions and potatoes and other commodities produced and 
shipped in their fresh state throughout the country. I have dealt 
with growers and dealers in fresh fruits and vegetables in Michigan 
Indiana, Iowa, Illinois, Minnesota, North and South Dakota, Utah, 
and Idaho and have associated closely with every phase of the market- 
ing of fresh fruits and vegetables. 

94812—57——15 
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Without a doubt the entire fresh fruits and vegetable industry is 
highly hazardous for most everyone involved with it, beginning with 
the producer. 

Weather, disease, transportation, highly fluctuating markets, and 
other difficulties confront this industry on every day. Prices ofttimes 
fluctuate rapidly. As a consequence fortunes are made and lost 
quickly. 

Those of you who are not connected with the industry cannot fully 
appreciate the speculative elements involved. You might wonder 
why anyone stays in it, but while the risks are great, the rewards are 
great and many men like the challenge. : 

Let me give you an idea of some of the rapid price changes which 
can take place and do. The lettuce industry was unable to move the 
crop at one time last year and packages of 2 dozen head lettuces sold 
as low as 40 cents. However, the supply seemed to diminish and 
within a short time the shippers were getting from $2 to $2.50 for the 
same 2-dozen crate. It is not uncommon Joe head lettuce to either 
advance or decline as much as $2 to $3 per crate in a week’s time. 

Tomatoes are another commodity that can and do fluctuate as much 
as $500 to $1,500 per car in a matter of a few days. Cabbage that 
could not be sold for $3 per ton 1 day has brought as much as $120 
per ton a week later, the advance brought about by a freeze or loss by 
disease in some territory. 

Celery in some cases could not be given away even for packing costs 
at the height of the shipping season; yet in less than 10 days time 
it was selling at $3 per crate at Pp Ing points. 

Many fresh fruit and vegeta Ne crops have been plowed under 
because there was no demand and prices did not warrant harvesting 
costs. 

Cantaloup and other melons are subject to wide price fluctuations due 
to situations brought about by either oversupply or undersupply. It 
is impossible to store many of these commodities when there is an 
oversupply or when the price is low. 

Some commodities can be fozen at the shipping point, packed, and 
sold in the freezer case in the modern store. Some of these such as 
peas, beans, broccoli, strawberries, spinach, and others have more or 
less disappeared from the fresh counter at the grocery. 

Quite naturally the producers of fresh fruits and vegetables are 
unhappy when their prices decline sharply and they tend to blame 
some organization or group of individuals. 

The commodity exchanges have always been singled out since the 
price fluctuations are registered there. I have been critical of the 
exchanges at various times, but I have become convinced that the aboli- 
tion of futures trading would hurt, not help, the growers. 

Any abuses on a commodity exchange should be remedied and the 
guilty punished, but the abolition of futures trading would be a step 
backward. 

So far as onions are concerned, no way has been found to freeze 
onions so they can be stored and marketed. As a consequence, onions 
have to be placed in either common or dry storage, or possibly cold 
storage. However, the latter is expensive and not too desirable es- 
pecially on some summer varieties of onions. Summer onions or onions 
grown to be harvested during March and up to August do not lend 
themselves to storage and the grower is forced to market them at what- 
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ever price he can obtain. He is oftentimes at the mercy of the buyer. 
As a consequence, wide fluctuations in prices are seen during then what 
is known in the industry as the “summer deal.” 

Onions grown for harvest in the latter part of August, September, 
and October are a different variety. ‘They are Globe type onions and 
can be specially stored in shipping point warehouses which have been 
built for that purpose. 

Growers have hundreds of thousands of dollars invested in these 
warehouses scattered throughout the growing areas. The volume of 
this kind of onion is the largest of any single variety grown and is 
the one that is eligible for delivery on the exchanges, the largest of 
these exchanges being the ( ‘hicago Mercantile Exchange. 

Many onion producers seem to feel that the situation in their in- 
dustry—from the grower standpoint—was better before futures trad- 
ing began. The records show that price fluctuations were as great 
or gre: iter before there was any futures market. It must be admitted 
also that in the good old days the producers, especially the smaller 
ones, were pretty much at the mercy of the buyers. 

In years back, the farmer grew his crop, harvested it, sent it to the 
commission merchant and received whatever he could get, which some- 
times was nothing. He had no control whatsoever over the product 
when it left his farm, and it sold for whatever price it could bring. 
The farmer often took a bad licking from unscrupulous operators. 
Prices as a general rule were cheap in the fall. 

The buyers who were willing to gamble came in and purchased the 
onions, but they purchased them at a price which was very low, all 
things considered. They hedged at the grower’s expense. There was 
an element of speculation involved, but the price paid the grower 
allowed for possible price declines later on. The dealers generally 
made money oftentimes as much as 50 cents to $2 per bag. 

By checking the prices between 1928 and 1940, and 1947 and 195 6, 
as have done, one can readily see that the grower has obtained much 
higher prices on the average in the latter 9 years. 

Due partly to inflation and partly to price supports, all farm prices 
were higher in the 1947-1956 period by comparison to 1928-1940. 

Yet onions have never had price supports and when all factors are 
weighed, I think it must be admitted that onion prices averaged 
higher after the inauguration of futures trading than they did before 
there was such tr ading. 

I would like to ask your permission to present a chart to your com- 
mittee showing these prices. 

Mr. Grant. Yes. 

Mr. Graves. I would also like permission to read a short statement 
by Jack Selby, former secretary of the National Onion Association. 

Mr. Selby is now a staff member of the Pac ker, and has considerable 
information at his fingertips. 

Mr. Grant. Yes. You may proceed. 

Mr. Graves. Thank you. Mr. Selby talks here on the late summer 
crop. He states that tremendous forward strides have been made in 
recent years with improved high quality seed, insecticides, fertilizer, 
and cultivating practices. As a result, acreage has tended to decline 
while yield per acre has advanced. Yields of 600 bags per acre have 
become the rule rather than the exception and in good years 1,000 
bags per acre are not uncommon. 
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Mr. Graves. It is not my contention that it is on account of futures 
trading, but I think that such trading has contributed to market 
stability. By hedging his crop a grower can market his onions in a 
much more orderly way. Even w vith the high yields and increased 
acreage, growers would have been able to make a profit most years 
if they had taken advantage of the hedging facilities on the mercan- 
tile exchange. 

No longer i is the grower completely dependent on the buyer to come 
in during the fall of the year to hey his merchandise. When he 
sees that he has a crop that is pretty sure of maturing into onions 
that are deliverable on the exchange he can hedge if he feels the price 
is right. 

Few other producers in the fruit and vegetable industry have this 
advantage. Lettuce, carrots, cabbage, and most others are dependent 
upon marketing the crop when it is ready. The producer has been 
able to take much of the gamble out of the onion-growing industry 
and with the exception of 1 year which saw an abnormally large 
crop, many did; and all could have hedged a share of their crop 
at a profitable figure. 

During my years as a staff writer for the Packer, I was somewhat 
critical of the exchange in its operations and did not hesitate to 
voice my opinion in the columns of the Packer. While I am a mem- 
ber of the exchange I will continue to be critical if I feel that both 
buyers and sellers do not have equal privileges. 

I was very strongly in favor of the King bill which placed onions 
under the CEA regul: itions. I think this was a great step forward, 
and I believe it met with the approval of most of the onion growers 
and members of the exchange. 

The exchange has been cooperative with the CEA officials and one 
of the greatest changes that has taken place is the penalty placed 
upon the seller per bag for delivering in cold storage. 

In former years onions could be placed in storage in Chicago and 
these onions depressed the market. If these onions were in storage 
in Chicago futures or not it would depress the market. 

That was eliminated last year and no cars were delivered from 
cold storage throughout the year. It also tended to make the seller 
use the exchange exactly as it should be used. 

He hedges his onions, then sells the onions in the actual merchan- 
dising channels and removes his hedge. Deliveries on the board 
this year were exceedingly small compared to former years. Cash 
and futures prices remained close together. There were several other 
changes at the recommendation of CEA officials and changes made 
at the recommendation of members of the mercantile exchange, as 
well as by the onion operators themselves. 

I believe that with these new rules and regulations some of the 
major complaints against the exchange have been eliminated. Many 
individuals and firms in the fruit and vegetable industry whom I 
know well have stated to me they wish they had a futures market so 
they would be in a position to hedge when they thought the prices 
were right. 

The onion growers and dealers have a very decided advantage over 
the growers and dealers of other commodities i in this industry. Fu- 
tures trading has stabilized the onion market and will contribute 
to its stability i in the future. 








224 ONIONS 


There is little doubt, however, that stabilizing the market does 
not meet with the approval of the old-time onion buyers. They 
always depended on buying onions and holding them until there 
was a shortage. The onion futures market has not only become a 
nationwide market, it has become worldwide as this country exports 
a good sized volume of onions. 

In a market such as the Chicago Mercantile Exchange, the grower 
knows what he is going to get when he hedges. 

Information furnished by the Market News Service of the USDA 
is supplemented by more detailed information from those associated 
with the industry. As a consequence the market is sensitive to the 
national onion picture. 

In the thirties about the only information a grower could get about 
another section was what se could get by r ading the volumes of the 
Packer. The Packer did everything it could to furnish information 
through staff writers, but this information was not enough to give 
a daily picture of what was going on throughout the country. 

No more do a few large buyers get together and decide on a price 
in the fall of the year that is far below the cost of production and 
then buy the surpluses at low prices, such as the growers were forced 
to take in the thirties. The small grower whose livelihood de pends 
on the growing of a few acres of onions, does not have to depend 
upon these few buyers any more. 

He has a wide-open market, and when he has a profit in his crop 
he can sell or hedge in the matter of a few minutes. He can quickly 
find out about the national onion situation: How crop conditions 
are in the various sections and the prices that are paid by dealers 
throughout the Nation. It is no more guesswork for the onion 
grower. It is up to him to judge what he ‘thinks is the best time to 
sell or hedge his product. Most certainly there have been wide fluc- 
tuations in the futures market, and there will continue to be fluctua- 
tions but the record will prove that these fluctuations while drastic at 
times, are not as severe as they were without futures trading. 

Let me cite a most recent condition. Earlier in my testimony I said 
that onions harvested in March through early August were not suit- 
able for storage and as a consequence are not tr: aded in on the Mer- 
vantile Exchange. On April 15 of this year onions from Texas were 
selling at from $1.75 to $1.85 per 50 pound bag, but by April 22 they 
are selling at $3.50 f. o. b. Texas for a 50 pound bag, or a difference 
of $1,050 a car. 

The same situation prevailed a year ago when onions advanced 
from a low figure of around $1.25 for a 50 pound bag to as high as 
$5 per bag at shipping point. This was a difference of $2,200 to 
$2,400 a car. These fluctuations make most futures fluctuations look 
like a penny ante operation. 

Let me emphasize that futures trading now gives the small grower 
an equal change with the large grower. If futures trading is elimi- 
nated, the producers will be at the mercy of the big buyers. 

They will dictate the price, and the grower will either have to 
take it or dump his onions. He will have to market his onions just 
as he did in the old horse and buggy days; grow his crop and hope 
for disaster in some other section to bring him a fair price. 

Since futures trading there has never been a year that he could not 
have sold his onions at a profit at some time during the 12 months. 
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The smart growers, both large and small, have taken advantage of 
the opportunity. As I see it, the elimination of futures trading is 
being spurred on by the large producer and grower and the large 
spec lator who have been hamper ed in making ‘the profits they made 
in former years, at the expense of these small growers. But those 
days are over, and that $1 to $2 a bag that the big dealers used to get 
now is going into the pockets of the grower who markets his crop “by 
hedging it at a time when the price is right and profitable. 

Some of those who are promoting the elimination of futures trad- 
ing contend that it tends to increase acreage. They overlook the fact 
that there is a lot of land which can be pl: anted to onions and this land 
goes in and out on the basis of price. 

A year of high prices is likely to be followed by sharp increases in 
acreage, and many producers go out of onions if prices go down 
drastically. 

A stabilized market helps prevent overproduction and the futures 
market has made a contribution to stability and will contribute to it 
in the future. Why then deprive the prudent and farsighted grower 
of onions of the only support price he has—the futures market ? 

Many of the onion operators whom I got to know during the past 
28 years in my association with the Packer are now hedging their 
onions through our organization and are making money as a result. 
We have sent thousands of dollars to growers who have he dged their 
onions and later marketed them at the going price and then removed 
their hedges. They had a profit and I can tr: ankly say they are well 
satisfied. 

All the onion growers certainly are not going broke as some con- 
tend. I only rec ently returned from a trip to western Kansas where 
they are planning on planting around 3,000 acres of land into onions. 
This is a new section and some growers told me that with futures 
trading—which they favor highly—they could grow onions at a 
profit. If futures trading was eliminated they would be afraid to 
try. 

Having been connected with the rating agency end of the fresh 
fruit and vegetable industry I have had access to considerable con- 
fidential information regarding the financial status of many onion 

rowers, and I can safely say that many are prosperous. They are 
Saying land and equipment and getting along pretty well: Of 
course, if a producer speculates on the futures market and loses, he 
is not in a good position but he does not have to speculate. He can 
hedge. 

Some onion-growing sections have now inaugurated a marketing 
agreement program. If futures trading is eliminated some growers 
will have to turn to other commodities because they do not have price 
insurance. 

I think if the onion producer is left alone to handle his operations 
as he sees best he will probably survive and be able to continue with- 
out any Government regulations to tie him up. Futures trading is 
there for those who wish to use it. If any grower does not with to 
hedge, he is certainly not forced to do so. 

There is no need to eliminate futures trading. If it is not good for 
the grower, shipper, and receiver of this commodity then it will fail 
in the end. There has alw: ays been futures trading in onions, long 
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before the exchange ever came into existence. It is now only an 
organized futures market. Futures trading will continue if we elimi- 
nate the market—and under circumstances much more unfavorable to 
the producer than those which now prevail. 

Mr. Grant. Thank you very sae: 

(The document referred to is as follows :) 


LATE SUMMER LARGEST GROUP 


Eighteen States comprise the three districts of the late summer States, largest 
of all groups. Average acreage totals 55,000 acres with a production of around 
30 million sacks. The crop matures from late August through September. Most 
of the crop which is harvested in August and early September moves immediately 
to market. The crop, however, is mainly a storage crop and shipments after 
October 1 move entirely from storage. Tremendous forward strides have been 
made in recent years with improved high producing seed, insecticides, fertilizers, 
and cultural practices. As a result, acreage has tended to decline while yield 
per acre has advanced. Yields of 600 sacks per acre have become the rule rather 
than the exception and in good years 1,000 sacks per acre are not uncommon. 

Mr. McIntime. Mr. Chairman, having been a reader of the Packer 
over a great many years and also having had a great use of the Red 
Book and may I say the Blue Book too, that I want to just say to the 
witness that in my opinion the Packer has been the most excellent 

trade paper for the fresh fruit and vegetable industry. 

Mr. Graves. Thank you very much. 

Mr. McIntire. Mr. Chairman, may I ask if the record will show 
that the record will be open for insertions by members? 

Mr. Grant. Yes. 

Our next witness is Anthony Zambito. You may proceed, sir. 


STATEMENT OF ANTHONY ZAMBITO, ELBA, N. Y. 


Mr. Zampiro. My name is Anthony Zambito. I am a partner with 
my four brothers in farming oper rations in the Elba and Potter areas 
of New York State. Our main crop is onions and as onion growers we 
strongly oppose the abolishment of onion futures trading. 

From statements made at last year’s hearings it is apparent that 
much of the hostility of onion growers tow: ard the exchange stems 
from a lack of understanding of futures tr: ading practices. 

Discouraged after three consecutive bad onion years many discon- 
tented growers were quick to join the cleverly conducted crusade of 
the National Onion Association against futures trading. 

Half-truths and bits of misinformation were molded into unfounded 
charges that trading in onion futures was responsible for the plight of 
the onion industry ‘during the past several years. 

No mention was made ‘of the fact that a futures market existed in 
the high onion price years of 1945, 1947, 1949, 1951, and 1952. 

Opponents of futures trading disregarded the obvious fact that in 
1953, widespread use of a new ‘fungic ide practically eliminated blast 
and mildew diseases which had so frequently practically reduced on- 
ion production in previous years. 

Since 1953, new and better insecticides, herbicides, and seed vari- 
eties have further increased onion production. Onion futures trad- 
ing cannot be blamed for the record high average yield of 830 
bushels of onions per acre produced in the Elba last year—an in- 
crease of 90 bushels per acre over the previous high. 
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Last year tlie board was blamed for the low prices received for the 
1955 onion crop compared to prices received for the 1951 crop. 

Preliminary USDA estimates indicated that onion production in 
1955 was almost identical to that of 1951, at which time onion prices 
were much higher. In July 1956 the USDA revised its 1955 pro- 
duction figures, raising original estimates nearly 3 million bags. 
This explained the discrepancy i in prices between 1951 and 1955. 

It also indicated that onion prices on futures markets are indeed 
governed by supply and demand factors. 

Many agricultural products for which there’s no futures trading 
often sell for less than production costs. During the past 5 years we 
and many other growers in our area have had ‘to plow up fields of 
lettuce, spinach, carrots, cabbage, and cucumbers because we could 
not sell them. During this same period not one field of onions in our 
area has been plowed up because of a lack of buyers. 

I disagree with the contention that futures markets are hurting 
small onion growers. For the past 3 years we have worked a joint 
account deal with our broker in C hicago; buying onions and hedging 
them on the exchange. The downpayment helps g erowers finance their 
operations. In each of the past 3 years the prices we paid our growers 
were at or near the highest levels paid throughout the entire market- 
ing period. Last year we purchased onions for hedging purposes 
from 51 different growers. At least two other concerns in our area 
paid top prices for onions for hedging purposes. In addition, a num- 
ber of growers conducted their own hedging operations. In all, I 
would estimate that ne: irly 100 growers in our area profited from fu- 
tures trading last year. 

Futures markets here serve as a source of information to growers 
who have no direct contacts with important markets and major pro- 
duction areas. Damage to crops in one section and beneficial rains 
in another, a large export order; these price-influencing factors are 
all reflected in the futures market. 

The futures price at any given time is a composite opinion of all 
the growers, shippers, merchants, and speculators who are trading in 
the market. 

Never before have as many onion growers been so well informed. 
And never again as long as there is a futures market will uninformed 
growers be at t the merc vy ‘of shrew d onion dealers. 

We are all aware of the ever-increasing importance of chainstores 
in the distribution of all farm produce, including onions. Purchas- 
ing power is becoming more and more concentrated in the hands of a 
few. Without a futures market to supply speculative buyers the 
onion industry would be controlled by a relatively small number of 
buyers who could suppress prices even during years of below normal 
production. 

Contrary to opinions expressed by some growers, I feel that futures 
trading tends to stabilize prices and make possible more orderly 
marketing. 

While I disagree with growers who advocate abolishing our onion 
futures markets, I do not hold our exchanges completely blameless 
for the poor relations which exist between these two segments of the 
onion industry. 

Many members of the exchanges have constantly sought to cooperate 
with producers in making necessary rule changes to meet the needs of 
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a changing industry. However, there are some members who resisted 
changes and disregarded the interests of onion growers to further their 
own selfish ambitions. 

Due to a lack of sufficient investigative and policing powers by the 
exchanges, a very small minority of brokers have at times employed 
unethical tactics for personal gain, at the expense of farmers. 

Opponents of futures trading are now trying to abolish an entire 
industry because of the actions of a small number of people in that 
industry. With CEA supervision, I feel confident that rules infrac- 
tions and unethical tactics will no longer be a problem in onion futures 
markets. 

To summarize, then, I believe that much of the opposition to onion 
futures results from a lack of understanding of the marketing medium. 
The real problem is overproduction, caused by more rapid advance- 
ment in the technology of growing onions than in our ability to mar- 
ket the increased production. 

Futures markets serve to keep growers informed of conditions in 
the industry and provide an opportunity for growers to transfer 
price risk to speculators willing to assume that risk. More growers 
each year are taking advant: age of this opportunity. 

The National Onion Association has done a fine job of rallying 
growers to a “common cause.” I believe their efforts are misdirected 
and I feel confident that as soon as growers stop fighting an imaginary 
enemy and begin cooperating with ‘the exch: anges to solve the proble m 
of overproduct tion, the onion industry will be headed for better times. 

Mr. Grant. Thank you very much for your statement, sir. 

Mr. Joseph Boe. 


STATEMENT OF JOSEPH A. BOE, EVANSTON, ILL. 


Mr. Bor. Mr. Chairman and members of the subcommittee, my name 
is Joseph A. Boe. I have for about the past year been an associate 
broker connected with Uhlmann Grain Co., Chicago, Ill., operating on 
the Chicago Mercantile Exchange, primar ily as an onion broker. 

I wish to add at this time that I have been connected with the fresh 
fruit and vegetable industry for a period of over 30 years, and have 
had personal experience in virtually all phases of the industry, both 
as a jobber, a shipper, carlot broker, and a salesman. 

I have seen wide fluctuation in many items, including head lettuce, 
strawberries, tomatoes, and lemons which were much wider than ever 
experienced at any time before or since futures trading on onions. 

For the 10 years prior to this past year I was the general manager of 
Holl: indale Marketing Association at Hollandale, Minn. This is a 
growers’ cooperative association, operating for the general purpose of 
disposing of their vegetable crops, mainly cabbage, onions, and pota- 
toes. My reason for leav ing Hollandale a year ago was twofold: First, 
I felt there was a future for me as an onion broker on the C hicago 
Mercantile Exchange in Chicago due to my past experience in the 
distribution of the Hollandale, Minn., onion crop; secondly, I felt that 
I could be of more service to the onion growers on the exchange in 
assisting them to hedge their crops, thereby offering them a crop insur- 
ance, or rather a price insurance against seasonal drastic drops in the 
market. 
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During the past several years some of these growers have availed 
themselves of the opportunity of using the mercantile exchange in 
merchandising a portion of their onion crop. In practically all in- 
stances where this was done profits were realized in the disposition of 
these onions. 

It is my firm opinion and belief that if onion growers will avail 
themselves of the opportunity afforded them by the mercantile ex- 
change in merchandising a portion of their onion crop they will con- 
sistently show a profit at the end of the season. 

During the past 4 years, low prices on onions have generally been the 
rule most of the season, especially during the marketing of their ¢ rops. 
However, in every one of these years there have been times when prices 
on the futures of the mercantile exchange have shown fair to very 
handsome profits—at times considerably higher than the cost of pro- 
duction. If the growers had availed themselves of the opportunities 
at those times to sell the futures, or in other words hedge at least a por- 
tion of their crop—or all if they had so desired—nice profits could have 
been realized on their onion crop for the season. 

Generally, at planting time, onion prices on the future board are 
somewhat higher than the cost of production. It would be my sug- 
gestion to growers at that time to sell on the mercantile exchange board, 
or hedge, a small percentage of their crops. 

As the season progresses and his onions are growing satisfactorily, 
he should hedge a few more, watching for firm or higher spots in the 
market to add to his line, and by harvest time he should have at least 
one-half of his crop hedged, at the same time hoping that the market 
will go higher. 

However , if the market goes lower, which is generally the rule, he 
has at least sold part of his crop at a profit. In other words, it is 
better in this way to sell half of the crop at a profit, even though 
higher prices may be realized later for the other half, and this has 
seldom happened in recent years, than not to have sold any and then 
have to dispose of the w hole crop at cost of production or less. After 
his crop is harvested, he should continue to sell when the market 
advances, and this always does occur. 

In this relation I might add that yesterday a report was had that 
there was a freeze in Orange County, N. Y. As a result, the futures 
market went up 8 cents a bag. 

Sometimes in these cases a quarter a bag may mean the difference 
to the grower between a profit or a loss. The grower, after harvest, 
should then pursue a vigorous merchandising program to sell his 
onions on the cash market and buy back his hedges as he sells his actual 
onions. 

If growers would follow such a program, wide fluctuations such as 
have been experienced in the market the last several years would not 
come about. On market advances they would take advantage of the 
increase in prices to set. out additional hedges. 

Most of the time the reason for sharp advances is the shortage of 
sellers. [Kveryone wants to buy, and that is the opportunity the grower 
who has onions has been looking for and should take sharp adva antage 
of. 

Sharp advances are generally caused by crop scares, which often, 
or mostly, are not as bad as first reported, and by crop report news, 
which has often proved not quite accurate. In these inst: inces, the 
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market always advances too high and in such cases has to break, 
and likewise the breaks go too far. 

Sharp advances are caused by everyone wanting to buy, and the bad 
breaks by panicky selling. If the owners of the actual onions, who in 
most cases are the growers, would sell or hedge on these : advances, they 
would be held in check and at the same time bad breaks would be 
averted. 

Generally, there is a good reason for advances, but they are sound 
only so long as they are held in check. In other words, as an example, 
the March contract in early February advanced to $2.20 per bag. 
There was good reason for an advance from $1.60 to $1.90. If the 
growers had at that time started hedging the rest of their holdings 
at fair prices, the market could not have ; gone to $2.20, nor would it 
have collapsed later on. But when the market broke, growers became 
panicky, started selling their onions at any price they could get on 
the cash market, and even consigning them. This naturally created 
a glut on the market, and prices collapsed. Had these same onions been 
hedged on the board at $1.60 to $1.80 or $1.90, growers would not have 
been in such a hurry to scramble out from under their holdings, and 
a sane marketing program would have resulted. 

Also it is a good g guess that if this program had been followed, the 
March onion contract would have gone out at around $2 instead of 
$1.60, as it developed that there was no surplus of onions in March. 
In fact, a sound merchandising program could even have resulted in a 
slight shortage. And in onions a surplus of 5 or 10 percent can result 
in a demoralized market for the season, and a shortage of 5 or 10 
percent can result in extremely high prices. 

Another example of what could have been accomplished by safe and 
sane futures operations was the crop of 1949. This was a short crop, 
and it was known by growers, shippers, and wholesalers throughout 
the country that the crop was short. As a result, during August 
and early September as the crops were maturing, onion buy ers came 
to the various growing sections to try to buy their season’s require- 
ments of onions. ‘The cash market was strong, and the season’s highs 
on the futures market were realized at that time. 

In this case not many growers paid too much attention to hedging. 
Instead growers and cash buyers alike held on to as many onions as 
they possibly could. The result was disastrous. A short crop was 
turned into a long one. If growers had that year taken advantage 
of the high board prices and sold or hedged their onions—or at least 
a good yortion of them—a sound merchandising x program would have 
been followed, and instead of too many onions after the first of the 
year, only enough, or some shortage, would have been maintained. 

Selling by the growers on the futures market will help to stabilize 
the market, prevent rapid sharp advances and, therefore, prevent the 
disastrous break which almost always follows. 

Another phase of the onion situation : There are few, if any grow- 
ers anywhere in the country who are not now in daily touch w ith the 
market. They know from day to day what the market is. Before 
the mercantile exchange the growers were the last to know about 
price changes. 

If the price went down, they could not sell; there was just no mar- 
ket. If prices started to adv ance, cash buyers ‘would come around and 
generally buy at the old prices. The grower found out about the 








ONIONS 231 


market price advance after he had sold. Today you can’t fool the 
grower. He can get the price every day from his local paper, and 
the board price is never far out of line with the cash market. 

I would like at this time to ad lib just a little bit. 

Yesterday, the exchange was blamed for the disastrous prices ex- 
perienced on the 1956 Texas crop, especially for the first four or five 
thousand cars. 

In the fall of 1955 it was known to everyone by Government reports 
and to the National Onion Association, the reports were that there 
were approximately enough onions to supply the country’s need 
through the month of March, or practically so, based on normal 
marketing conditions. 

However, the futures price was high and with normal supplies, 
just like that, just about enough for demand and supply to be equal, 
I would say the price was not out of line. 

However, with the information at hand, the Texas growers went 
all out and planted the largest crop in history. They then subse- 
quently with perfect weather, they also proceeded to grow and market 
the largest crop they ever produced. They marketed many onions, 
both carloads and trucks, during February, and they marketed some- 
thing like 3,000 carloads and trucks during March. 

On that basis, I can hardly see the justific ation for the accusation 
that the exchange was the cause of the great loss to the Texas growers. 

A few years ago, at an onion meeting at Chicago, Mr. Anson, to the 
best of my recollection, made the remark that Texas would soon drive 
the North out of the month of March as a distribution time for their 
onions, and - they had better cut down their plantings accordingly. 

However, I do not believe that anyone from Texas can guarantee 
such a thing, because the weather in the past has played a very im- 
portant part in the production of Texas onions, and there have been 
years when the weather has been wet, too wet and cold, that the 
onions in Texas were not ready before April. 

Such a thing can and likely will happen again. I know this, too, 
that I can say this last year there has been some talk about—there 
has been mentioned rather, that onions not suitable for delivery can- 
not be had. 

However, I know of cases where Idaho growers have hedged onions 
on the Chicago Mercantile Exchange even ‘though they cannot deliver 
them there, and Texas onions have hedged onions on the mercantile 
exchange, and I know of one partic ular grower who bought onions 
when they were low as against a price hedge, as a protection against 
possible shortage i in Texas, on his crop. 

So, ther efore, it is not necess: irily a hedge or a hedge of the onions, 
but it is a price insurance, or price protection that is used in many 
instances. I think it can be used ev ery place. 

Thank you. 

Mr. Grant. Thank you very much, sir. 

Mr. Nick Savich ? 

He is not here. 


Mr. William Metcalf. 
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STATEMENT OF WILLIAM METCALF, MONTELLO, WIS. 





Mr. Mercaur. Mr. Chairman, and members of the committee 

Mr. Grant. Yes, sir. 

Mr. Mercatr. I am William Metcalf, an onion grower from Wis- 
consin. 

In my locality there are a lot of onion growers, ranging from 5 acres 
onup. They range from out-of- Staters to men whe have been there 
all their lives, like } myself. 

Now, they also range from old growers to new ones, and they also 
are for and against the futures trading in onions. 

Two months ago a large percentage of these growers were against 
the futures trading of onions. 

Now, these men I consider all good friends of mine, they are all 
good and eflicient onion growers, they know just about all there is to 
know about growing them. But the marketing end is where they are 
stuck. 

They have put all their time and study into growing them. A lot 
of them have never hedged any onions because they were afraid to, 
because of lack of know! ledge of the futures in trading and of the 
stories of men going broke w ho have used them. 

Now, it is just the opposite of this, and they admitted that the men 
who have been using the futures markets are heading the onion busi- 
ness today. Those that are not using it are going broke. 

This is all coming to light now and these same men who were so 
opposed to the futures trading are now hedging their onions and, 
consequently, are learning the true facts about them, and are chi anging 
their mind. 

In fact, one of them told me he is sorry he wrote all those letters 
to his Congressman and hopes that the onions stay on the futures 
market. 

This proves that the trend is changing. Three of these men have 
changed their minds in 2 months because they are starting to under- 
stand it, and can take the risk out of their onion growing. 

They also found out that things that they blamed the board for 
were not the fault of the board, did not lie there at all. This is what 
they are finding out and why they are changing their mind. 

The whole thing of it is they do not know and understand the 
futures market and how it affects them because the low cash onion 
prices the last few years they blame on the board when supply and 
demand still governs the price of onions. 

You cannot get them together and teach this to them because they 
have to get it from experience, and they are getting it now, that they, 
for the first time, have started to hedge their onions. 

Another few years will change this picture altogether; in fact, it 
is changing fast now. 

If the same petition were circulated again, there would not be near 
as many signers against futures trading on onions. 

Another point T would like to point out is they claim that the fu- 
tures market encourages the oniongrower to raise more onions. I 
raise 30 acres of onions. I have the facilities, land, storage and 
machinery, and so forth, to raise 100 acres of onions, but I know how 
many onions my customers will use, and that is what I raise. 
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If my market grows, I will raise more onions. Until then, I will 
not. 

The price of these onions is where the futures market comes in. If 
the onion crop is short, I get a good price for my onions. If there 
are too many onions, like there have been for the last few years, I have 
to stay in line with my competitors in order to keep my customers. 

When I plant my onions I hedge enough to cover my expenses, seed, 
fertilizer, and keep my expenses covered through the season by 
hedging. 

This way I take the risk out of my own crop operation, and this 
way I stay in business. 

When I left home three men who were against the futures trading 
all wished me good luck and said they were behind me 100 percent. 
That is why I am here in all sincerity and, Mr. Chairman and mem- 
bers of the committee, we need the futures trading in onions. 

Mr. Grant. Thank you very much, Mr. Metcalf. 

We have as our next witness, Mr. Vincent Metcalf. 

Have a seat, sir. 

Are you an uncle of the gentleman who just testified ? 


STATEMENT OF VINCENT METCALF, MONTELLO, WIS. 


Mr. Mercaur. No, sir; I am not. 

Mr. Grant. Brothers ? 

Mr. Mercaur. Yes, sir. 

Mr. Tracur. Who is the boss? 

Mr. Metcarr. I do not know. 

Mr. Grant. Have a seat, sir, and we will be glad to hear from you. 

Mr. Mercautr. Thank you. I just finished planting 36 acres of 
onions yesterday at 9:30. 

It cost me $760 for se ed, $2,808 for fertilizer, and $65 for insecticide, 
which amounts to over $3,600. 

Mr. Grant. Let me ae you, please, what is that insecticide used to 
control, what pests / 

Mr. Mercatr. We put it on the seed to control wireworms, and 
any other insect that might be in the soil. 

Without the futures market, there is no one who is going to guaran- 
tee me that I am going to get any of that money back. It is lying 
out there in the ground i in Wisconsin. I have no assurance that I am 
going to get it back. 

But 4 to 6 weeks ago I called the broker and told him to sell 5 cars 
of onions for $1.58. Two days later I got a contract from him saying 
that 2 cars had been sold for $1.58. I signed it and sent it back and 
in about a week later the other contract came for three more cars. 

At $1.58 on 3,000 bushels, that amounts to $4,740, and the brokerage 
fees are 10 cents a bag, and it takes care of the margin; I have not a 
thing to worry about. I can go home and sleep and I do not worry 
about a thing. If the onions are sold, I know that next fall, come 
November, I will deliver them; if the price is higher than that, I will 
deliver them, take my money and I do not have a risk involved in the 
onion business. 

It is not a complicated procedure. Every day the radio broadcasts 
the market four times during the session, so that when it gets to where 
I can see that I can make a profit, I am going to sell. 
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Gentlemen, it is as simple as that. 

We just want you to understand that if it is taken away from us we 
are left at the mercy of the cash buyers and one of the cash buyers 
in our neighborhood happens to be my uncle, and while he is a nice 
guy and everything, he is one of my favorite unc cles, but at the same 
time when it comes to chiseling on a nickel on onions, he will do it as 
quickly as anyone. 

I thank you. 

Mr. Grant. Thank you very much for your statement, sir. 

Mr. Mercarr. Thank you. 

Mr. Grant. Mr. Kenneth Soda. 


STATEMENT OF KENNETH SODA, MONTELLO, WIS. 


Mr. Sopa. Honorable Chairman and members of the committee, | 
am Kenneth Soda, a farmer from Wisconsin. 

I guess I probably am about one of the youngest and smallest of 
the young ones who are here and probably in the ‘Nation, so my expe- 
rience is limited to just a few years of growing onions. 

I lived on a farm all my life. After I was released from service 
in 1954, I had the opportunity to purchase a farm adjoining my 
father’s, and my dad helped me buy the farm and financed me, and 
we formed a partnership between us two. 

So I got interested in muck-land farming and vegetables, and we 
decided to drain some of my muck land. 

So the first year we drained our muck land we put in a few acres 
of onions and, as I said, my experience is very limited, and I did not 
know much about futures trading. So I put these onions in the 
spring and it came to, with fertilizer and the seed and my time, it 
came to about $100 an acre. 

By the time I waited to sell those onions, which was next February, 
I had no insurance at all that I was going to get any of my money 
back. So in February I sold, finally sold, my onions, and I was 
fortunate enough to at least get my money back, which was better 
than most of the growers around there did. 

It was partly due to my small acreage, and I was able to keep my 
expenses down. 

But, as I said, I am always learning and I never try to make the 
same mistake twice, so I considered that by not selling on futures 
was a mistake, and so that is one thing I have corrected this year. 

I have a few acres of onions in the ground, and I have a hundred 
bushels of those onions to an acre sold, and that will cover my ex- 
penses, and a little on the side, and so from then on I am in the clear. 

That is all I have, sir. 

Mr. Grant. May I ask how long have you used the facilities of the 
exchange ? 

Mr. Sopa. This is my first year. 

Mr. Teacur. May I ask a question? 

By any chance did you attend an agricultural school ? 

Mr. Sopa. Yes. I attended a short course at the University of 
Wisconsin after high school. 

Mr. Tracue. Do. you happen to know, does that school, or do any 
other agricultural schools in the Midwest, or any sections, have 
courses in futures trading ? 
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Mr. Sopa. They have a marketing course, but it does not—I do not 
believe it goes into the marketing of vegetables, and so on. 

Mr. Teacue. It would seem to'me to be a good thing, no matter 
what happens to the futures market, so far as the onion industry is 
concerned, it would be a good thing for agricultural crops, to give 
a little instruction on that subject. 

Mr. Grant. Thank you very much. 

Mr. Sopa. Thank you. 

Mr. Grant. Mr. Ransom Shestock. 


STATEMENT OF RANSOM SHESTOCK, MONTELLO, WIS. 


Mr. SuHestock. Mr. Chairman, and members of the subcommittee, 
my name is Ransom Shestock. I am a small oniongrower from 
Wisconsin. 

Being that I understand that I am the last man to testify, I also 
understand that a good speech is one that has a very good beginning 
and a very short ending, and very little in the middle, so I am going 
to cut out practically my entire speech. 

I am going to say this much: I am a graduate of the University of 
Wisconsin, have taught vocational agriculture for a period of time. 
Iam farming at this time. 

It is possible, when you attend the University of Wisconsin, to 
take marketing courses under Professor Baken. He does teach, at 
least to some degree, the trading of commodities on the exchange. 

Let me say this: When we hedge, we are not primarily concerned 
with who buys the onions. Weare selling the onions- 

Mr. Hacen. Pardon me, sir, but you can put that whole state- 
ment in the record without reading it, if you wish, and then just 
comment generally. 

Mr. Snestock. I am just going to comment generally. 

Mr. Hacen. But at the same time, we can insert your whole state- 
ment in the record; you have leave to do so. Just hand it to the 
reporter. 

Mr. Surstock. When we hedge, we are not primarily concerned 
with who buys the onions, because we are merely trying to sell at a 
profit ; a profit is what we need in our operations. 

We do not condemn the speculator if he buys our onions. We 
realize we have to make a profit. We sell when it is profitable to us, 
and he has to make a profit. 

In conclusion, may I say I want to have the opportunity to sell on 
the futures market. If there are faults in the operation of the market 
as it exists today, let us change the rules. 

Thank you for allowing me to express my own personal opimions. 

Mr. Grant. Allright. Thank you. 

We have one more witness, Mr. Sam Markman. 

Mr. Harris. He and Mr. Savich were planting onions, they told us. 

Mr. Grant. Well, I believe with that, that completes the list of 
witnesses we have here unless there is someone else who wants to 
add a word, someone here who wants to testify. We do not want to 
slight anybody. 

Mr. Harris. Mr, Chairman, on behalf of our entire group, I want 
to thank you for your patience in hearing us out, and we certainly 
do appreciate it. 


94812—57——_16 
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Mr. Grant. Thank you. We certainly thank you for your coop- 
eration, sir. 

You will recall, a few witnesses back here, when Mr. Teague was 
questioning Mr. Baldwin, who was on the stand, he asked about mem- 
bers in the different States, and the suggestion was made that he 
might give a list of members by States. 

I have a note here that someone might have thought that referred 
to a list of the names of the union association. Of course, that was 
not the purpose. The purpose was that we wanted them to give us a 
list of it by States and of the paid-up members by States, and not by 
individual names. 

Mr. Tracur. Numbers or percentages, or something like that. 

Mr. Grant. Yes. 

Well, if there are no further witnesses, we thank all you witnesses. 
We appreciate the fact that it is expensive and time consuming for 
you to come here, but we want to tact you for your cooperation. 

I might say that Mr. McIntire and some other Members of the 
House, I believe, have some letters in support, and some letters against 
the legislation, so we will keep the record open a week or 10 days in 
order that they might be filed in the record. 

Mr. Harris. Mr. Chairman, I presume we may also submit letters 
which we have? 

Mr. Grant. Certainly. 

Mr. Harris. Within the next week or so? 

Mr. Grant. Yes. 

With that the committee will stand adjourned. 

(The following statements, telegrams, and letters were submitted 
to the subcommittee as follows 7 


PortaGE, Wis., May 2, 1957. 
Hon. Don TEWEs, 
House Office Building, Washington, D. C.: 


Undersigned sending further letter and extended statement. Enter our ap- 
pearance in favor of bills to prohibit futures trading in onions for the following 
reasons: Cash market controlled by mercantile exchange prices. Delivery and 
redelivery same cars of onions absolutely unfair. Onions purchased in country 
and resold at lower prices one form of manipulation. Spring quotations of 
mercantile exchange produce expansion of acreage. Entire effect of exchange 
seriously detrimental to growers who cannot afford to gamble on exchange. 


VERNON HAMEL, Rosert CHICKERING, HAROLD VIK, ERNEST CHICKER- 
ING, Davip Bocur, Newton Basore, 8. D. CHICKERING, and 4 
others. 


Portace, Wis., May 2, 1957. 
Hon. Don TEWEs, 
House Office Building, Washington, D. C. 


Dear Frirenp Tewes: We are sending to you this communication which ex- 
presses our feelings as growers of onions in the Wisconsin area of Marquette 
and Columbia Counties, one-half of which is in your district and the other half 
in the district of Congressman Laird. 

Each of those of us whose names appear on this list subscribe to the state- 
ments contained in this letter, and we, therefore, suggest that if any other 
grower from this region makes statements to the contrary, they are not repre- 
sentative of our statements and our position. 


THE CHICAGO EXCHANGE CONTROLS THE CASH MARKET 


Each one of us has during the last 2 or 3 years had the following experience, 
i. e., we have called some wholesaler or broker within 100 or 1,000 miles and 
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asked concerning shipment of a car or more of onions. Over and over the same 
experience occurs, that the broker or the dealer cannot be contacted until after 
10 o'clock, and until after the Chicago Exchange has been opened and the price 
on the board established. If the Chicago Exchange has jumped the price 5 to 
10 cents, the broker or dealer will make no mention of such an improvement in 
price, but inevitably if the Chicago Exchange price has gone down 1, 2, or 
5 cents, we are reminded immediately by the broker or buyer or dealer that the 
price is down and they cannot pay as much as they were paying the day before. 
This is not a lonesome experience but it is the continued and repeated expe- 
rience and we and each of us feel that it does establish absolutely the fact that 
the cash price is largely controlled by the Chicago Mercantile Exchange, one 
bad practice followed by the Mercantile Exchange which is very damaging to 
the growers. 

One of the undersigned reports the following experience which is typical of 
the experience of the others who have signed this letter and who have purchased 
onions on the board. A car of onions can be shij:ped to Chicago and pass United 
States inspection for U. S. No. 1 onions. This car can be delivered by 50 or 
150 different persons back and forth, back and forth, back and forth during 
the next 5 days and as a result never in Chicago be actually delivered. It can 
then be reinspected and if it passes inspection it can again be offered for delivery 
and reoffered for delivery and be delivered and redelivered through 100 or 
300 hands in the next 5 days, and then have another United States inspection. 
The experience of one of the growers signing this letter during the month of 
March of this year was to take delivery of 2 cars of onions, 1 from Minnesota 
and 1 from Wisconsin that had been shunted around from hand to hand and 
offered for delivery over and over again for 12 to 14 days, and then when 
actually accepted for delivery neither car would pass United States inspection, 
yet under the rules of the Mercantile Exchange, this grower or buyer was com- 
pelled to take these offgrade onions because they had been inspected and passed 
inspection within 5 days. 

It is this repeated offer of delivery of the same car of onions or this repeated 
delivery and redelivery of the same car of onions that takes brokers’ fees out 
of hundreds of suckers who are foolish enough to buy or sell and in this de- 
livering 10 cars of onions can create a terrific depression on a normal market. 


INCREASED ACREAGE PLANTED BECAUSE OF ABNORMAL QUOTATION ON THE MERCANTILE 
EXCHANGE 


The onions have been quoted on the Mercantile Exchange for weeks now at 
$1.55 to $1.60 for November delivery. As a rule, the quotation is still higher 
than this at this time of year and it may be that the pending bills in Congress 
have had some effect in keeping down the present prices. If all of the onion 
growers could sell onions on the next November market, this might not have a 
ruinous effect but inasmuch as only a small portion of the growers have suffi- 
cient finance to play with this gambling market, its effect is only depressive 
because the grower who is unfamiliar with gambling device in the Mercantile 
Exchange thinks that his onions are going to bring $1.60 or $1.80 next Novem- 
ber and plants extra acreage on the hope thus created by the early market, re- 
sulting in excess acreage from the normal grower. In addition to this, there 
are men interested in the Mercantile Exchange who have from year to year 
planted very large excess acreage themselves deliberately intending if there 
should be a shortage to make money on the same and if there is an excess acre- 
age they sell on the board and then use this excess acreage and excess crop 
to beat down the price in November so they can buy back and deliver cheaply. 
In some cases, these same growers after finding that the market can be beaten 
down have never harvested their onions. All of this creates an abnormal and 
artificial market and condition which is detrimental to the average grower and 
beneficial only to the large grower with substantial finances. 

It is possible that this could be controlled by regulating the market but efforts 
at regulation seem to have little effect on the Mercantile Exchange. The Mer- 
‘antile Exchange seems to have made no sincere and honest effort to keep its 
own house clean. 

MANIPULATION BY TRADERS 


We could name a lot of instances of buying and shipping into Chicago what 
are classified as secondary onions and then offering them in Chicago at a price 
below what was paid for them at the farm market, in very evident attempt to 
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manipulate the market, beat down the price and then make money out of the 
market. We believe that you will have substantial and accurate testimony 
from representatives that are present but this reports our feeling and we can 
add to this that we think the whole effect of the Mercantile Exchange has been 
detrimental to the average grower, has consistently for the last 3 years held 
down and beaten down the price of onions with the result that today probably 
one-third of the onion growers are in very, very serious financial condition, 
while at the same time through the Mercantile Exchange, a lot of brokers and 
a lot of gamblers have been enriched and a lot of suckers have been bled white. 
Yours, very sincerely, 

S. D. Chickering, R. L. Chickering, Ernest E. Chickering, David 
Bogue, Vernon Hamel, Harold Vik, N. E. Basore, Herb Sheller, 

Howard Sheller, Bob Basore. 


ELBA, N. Y., April 6, 1957. 
Hon, Grorce GRANT. 

Dear Sir: I am writing you as president of our local oniongrowers association 
of 125 members in regards to onion futures trading. Our organization recently 
went on record unanimously as opposed to such trading. 

This was done after experiencing the 4 worst consecutive years in the history of 
growing onions. These people know what is going on by watching our day-to- 
day market being controlled in Chicago by a small group of gamblers who have 
found the onion board a small enough thing to be manipulated. 

The onions traded in Chicago are grown on only 34,000 acres of land, a minute 
part of our American agriculture. Many of our people are being forced out of 
business and more will follow if you people in Washington don’t help us. 

We are told by board men that we must play the board to survive. That takes 
money that none of our banks will give us and besides why should a farmer sell 
his crop at a time when he’s not sure he will have one. 

We are not asking our Government for money. All we want is to have the 
onion futures setup eliminated with the onion business returned to the real 
onion men. 

Thank you. 

JOHN SWARTZ. 


CHICAGO MERCANTILE EXCHANGE, 
Chicago, Ill., June 4, 1957. 
Hon. Greorce M. GRANT, 
Chairman, Domestic Market Subcommittee, 
House Agriculture Committee, Washington, D. C. 


DeAR Mr. GRANT: During the testimony, May 1-3, on bills pending before 
your subcommittee to abolish futures trading in onions, the value of the futures 
market was questioned because of the perishability of the onion crop. 

In this connection, I would like to emphasize the fact that almost all com- 
modities that are traded in on the futures exchanges are perishable to some 
extent. Grains in storage, for example, are likely to deteriorate rapidly within 
a few years, and even cotton is almost certain to be damaged by rodents, 
weather, etc., if stored over any considerable period of time. 

Onions must be stored from September until the early harvest. which begins 
in Texas in March. To this extent, they are not a perishable commodity and 
thus meet the criteria of the four steps necessary for the development of a 
futures market : 

First, the existence of risks, as evidenced by supplies in storage and 
fluctuating prices; 

Second, the development and refinement of a system of forward pricing ; 

Third. the codification of existing practices into a futures market; 

Fourth, the bringing of trading under public supervision. 

The futures market in onions meets all these criteria. 

Furthermore, an authority on futures trading, J. M. Mehl, former head of the 
Commodity Exchange Authority, in a statement given to your subcommittee on 
futures trading in May 1956, stated: 

“Perishability, in the degree applicable to onions, does not necessarily mean 
that futures trading does not lend itself to successful use and economy in the 
marketing of onions. 
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“While there are sharp differences in commodities and resulting differences 
in the rules governing futures trading in various commodities, the fundamentals 
involved in trading in onions for future delivery are essentially the same as in 
grains and other commodities in which futures trading is firmly established as 
a necessary part of the marketing process.” 

You will recall also that T. A. Hieronymus, associate professor of agricul- 
tural marketing at the University of Illinois and an authority on futures trad- 
ing, testified before your subcommittee on May 3, 1957, regarding the onion 
futures market. He pointed out that abolition of futures trading in onions 
would result, of necessity, in there being quickly devised a system of shifting 
risks and establishing prices that would closely parallel the futures market. 

And, finally, I would like to point out that there is testimony before your 
committee indicating that many growers make use of the futures market for 
hedging purposes. You also are well informed with regard to the fluctuation 
of prices inherent in the onion market. Therefore, the price insurance available 
to all growers by hedging in the futures market is more important and more 
needed by farmers who grow onions than by the producers of less perishable 
crops. 

With great appreciation for the thorough consideration your subcommittee is 
giving our side of this matter, I am, 

Sincerely yours, 
EVERETTE B. Harris, President. 


WISCONSIN FARM BUREAU FEDERATION, 
Madison, Wis., June 4, 1957. 
Hon. GeorGE M. GRANT, 
Chairman, Domestic Marketing Subcommittee, 
House Committee on Agriculture, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN GRANT: Currently there are a number of bills before your 
committee regarding proposed legislation to prohibit trading in onion futures 
in commodity exchanges. 

At this time, on behalf of the Wisconsin Farm Bureau Federation, I wish to 
reemphasize our support of these bills. Wisconsin onion growers who are mem- 
bers of farm bureau firmly believe that futures trading in onions not only does 
not serve a useful purpose to the growers, but in fact works to their disadvan- 
tage, since the growers very seldom use futures trading. 

During the past several months we have held several conferences with leading 
onion growers in Wisconsin, and by far the majority of these growers feel that 
futures trading in onions serves no useful purpose. Our farm bureau fruit and 
vegetable committee, after discussing this matter, recommended that the Wis- 
consin farm bureau support the present bills before your committee. Several 
other State farin bureaus also concurred in this feeling, and at the spring meet- 
ing of the American Farm Bureau fruit and vegetable committee, similar poli- 
cies were developed. 

I might also point out that Congressman Tewes appeared before your com- 
mittee and presented a statement on behalf of the 35 onion growers who have 
been meeting with the farm bureau in Wisconsin on this subject. 

We respectfully urge that your committee recommend these bills favorably 
and thus eliminate one of the present hazards to the onion grower in the 
marketing of his crops. 

Sincerely yours, 
Curtis Hatcnu, President. 


JOHN B. HARDWICKE, Co., 
Corpus Christi, Tex., May 1, 1957. 
Hon. GEORGE M. GRANT, 
Washington, D. C. 

DEAR Sir: I have been a grower and shipper of Texas onions for over 30 years 
and our firm distributes about 500 cars each year. I appeared before the Grant 
committee last year in May and gave my reasons why I thought onions should 
be removed from futures trading on the mercantile exchanges. It seems the 
committee and the CEA decided it should be tried another year and if it was 
still detrimental to the best interests of the onion producers, it should be 
eliminated. 
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After another year’s trial and some new rules onion futures trading has again 
proved very detrimental to the producers of onions, and we are asking you to 
please support the various bills which have been introduced in the House and 
Senate for the removal of onions from future trading on the merchantile 
exchanges. 

In spite of light storage supplies of northern onions in January and a light 
crop of March, Texas onions (due to dry weather) when onion futures went as 
high as $2.20 per 50-pound bag delivered, Chicago (which is not high) on Feb- 
ruary 4, 1957, heavy short selling developed with 3,279 cars traded in one day, 
February 7, and prices declined $1.83 per bag to a low of 87 cents by the latter 
part of February. Onions are not a suitable commodity for futures trading, as 
a relatively few people can break the market with rumors of more storage onions 
than reported, the big early Texas crop, etc., ete. After being forced to sell our 
early Texas onions cheap, it developed there were not enough old onions for 
requirements and both the old and new onions were bringing good prices on 
April 1 after the March board trading had stopped. 

As I told the committee last year, I still state that as long as there is an onion 
futures board and profits can be made by depressing prices, there will be indi- 
viduals and groups that will find ways to do it; and I see no other way to 
solve the problem except to eliminate onions from futures trading on the mer- 
cantile exchanges. 

Sincerely yours, 
JOHN B. HARDWICKE. 





STATEMENT OF BEN BosGRAAF, OF HUDSONVILLE, MIcH. 


My name is Ben Bosgraaf, of Hudsonville, Mich. I raise about 60 carloads 
of onions annually in Ottawa County. I want to go on record as saying that 
the association position is not one with which I agree and there are many other 
growers in Michigan who do not want futures trading completely prohibited. 
There may have been some abuses in the market but in the long run it has been 
an accurate measurement of price. When there are too many onions, prices in- 
variably go down. This year especially proves that fact. The last 3 years it 
has been a perfect market for hedging and anyone who used it properly could 
not have failed to make money. The market is there to allow growers to pass 
the price risk to speculators and not for growers to use as a place to gamble. 

Last year I hedged my onions at about $2 with the hope that I could merchan- 
dise the onions and lift the hedge at that time. I not only grow onions but 
also buy and sell for smaller farmers. Last year, we hedged about 275 cars 
including my own onions. Of these, I actually delivered only 5 cars. When I 
was able to sell cash onions at a premium over the futures, I lifted the hedge and 
believe I used the market properly. Every farmer in our section was hedged 
and is farther ahead with the way the deal turned out. 

If there was no futures market, I believe the growers would be at the mercy 
of the big buyers and the growers would never know what the actual price was. 
If we have a place where supply and demand can be reflected, we will always 
have a good price measurement. 

If a year comes when I do not think the price on the board is high enough, 
I will not hedge onions. It seems to me that the existence of the board gives a 
grower or shipper a choice of using it or not, as he sees fit, in terms of conditions 
that exist any time. 


THE First NATIONAL BANK OF CHICAGO, 
Chicago, April 26, 1957. 
Hon. Harortp D. Coorry, 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D. C. 


Dear Mr. CooLtey: I understand that there is a proposal before Congress to 
abolish futures trading in onions. Our bank has been active in extending com- 
modity loans over the years so I have taken the liberty of writing you and the 
members of your Domestic Market Subcommittee on the committee about some of 
our views. 

In order to finance the growers and dealers and assist in the moving of onions 
to market, banks as well as dealers look to the futures market as a basis for 
extending loans and credit. We require a borrower to hedge his position on 
the futures market to avoid a speculative position when we are loaning him 
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money. Without a futures market in onions, we are convinced that it would be 
difficult for banks and dealers alike to assist in moving onions from the grower 
to the consumer. 

Because of your interest and position in the matter, we are sending along two 
booklets which to us underscore the importance of the futures market. One is 
Bank Financing of Commodity Hedge Loans and the other is An Explanation 
of Hedging on the Chicago Mercantile Exchange. 

We hope our comments will serve to show you the value of the onion futures 
market to those who finance and assist in moving this commodity, which vitally 
concerns an important segment of our economy : growers, dealers, and consumers. 

Very truly yours, 
C. E. Cartson, Vice President. 


(The booklets above referred to are in the committee files. ) 





AMERICAN NATIONAL BANK & TRUST Co. OF CHICAGO, 
April 26, 1957. 
Hon. HArotp D. CooLey, 
House of Representatives, 
Washington, D. CO. 

Dear Mr. Cootry: I understand that hearings will be held next week on a 
House bill to abolish futures trading in onions. 

I am sure that these hearings will bring out information in connection with 
the controversy between the exchange and some elements in the onion industry 
which will result in a better under standing an in reconciling the differences 
which may exist. 

I feel that the management of the Chicago Mercantile Exchange has tried to 
eliminate any abuses which may have existed in the past, and makes every 
effort to see that other abuses do not creep in. 

As bankers, we feel that the exchange performs a valuable function for the 
producers and distributors of crops, as we are able to loan a much higher per- 
centage of the market value of commodities which are hedged in a futures 
market. 

To actually abolish trading because of some abuses which might exist, I feel 
would be a serious mistake, as there should be some effective way to deal with 
these abuses rather than to abolish futures trading and lose all of its advantages. 

With appreciation for your personal consideration of this matter, I am 

Sincerely yours, 
F. J. O ROURKE. 


Dyk Bros., 
Grant, Mich., April 26, 1957. 
Hon. Harotp D. CooLry, 
Chairman of the House Agriculture Committee, House of Representatives, 
House Office Building, Washington, D. C. 

DEAR Mr. CooLey: With reference to House bills H. R. 1933, H. R. 1935, H. R. 
376 and Senate bill 8. 778, we wish to express our opinion regarding onion futures 
trading markets. 

We are opposed to elimination onion futures trading which is being pressed 
primarily by the National Onion Association. We are members of this associa- 
tion, but we cannot agree with them that the futures market is responsible for 
the unfortunately low prices we have had at isolated instances during the past 
four seasons. These unfortunately low prices were due primarily to overpro- 
duction of onions and the gross misuse of futures trading by many who now 
advocate the elimination of onion futures trading markets. We have used the 
futures markets successfully for many years, and in our opinion it is the Gross 
misuse of the futures markets which causes these low prices. 

The Government has again recommended a 10 percent decrease in onion 
acreage, which together with the usual hazards of weather, etc., would put us in 
a more favorable position for a higher market. 

We know from past experience that many of those who now so emphatically 
place the blame for all their troubles on the futures markets will have no price 
protection, no insurance, and no one to carry their risk once the futures market 
is eliminated. Many of the so-called smaller growers will be at the mercy of 
the market with no protection whatsoever. The trend in business is mergers 
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and consolidation, etc. The so-called smaller growers have a friend in the 
futures market which some of the larger operators, receivers, and shippers 
would like to eliminate. The reason is obvious—operators with large finances 
would be in a position to create swings in the market which would benefit only 
a very few growers. The futures market gives the smaller grower a price pro- 
tection against an operation of this type. 

We trust you will consider not only our interest, but the interests of the many 
who use the futures market successfully and not take away our great American 
heritage of free independent enterprise. 

Sincerely, 
JOHN Dyk. 





MIDDLETOWN, N. Y., April 80, 1957. 
Mr. GreorcE M. GRANT, 


House Office Building, Washington, D. C. 

DEAR Mr. GRANT: I don’t know whether I will have time to testify before your 
committee this week ; therefore, I am writing this letter. 

I wish to clarify one point before I express my opinion in reference to the 
mercantile exchange, and that is this: Although I am in favor of the board, 
I have very little in common with most of the members so testifying, and I 
would like this point clearly understood. 

There are many of us in Orange County, which, incidentally, is the largest 
single area of land producing onions in the United States, who have been work- 
ing for the cooperation of all farmers, both locally and nationally, to better the 
onion industry. We have made progress, but it is coming very slowly and will 
continue as such unless radical changes take place. 

The onion business has changed radically in the last 10 years and has now 
become a business of big buyers, mostly chainstores, who have a pretty firm 
grasp on the price of onions. This means that big buyers buy only from big 
growers or combinations of such, leaving the small farmer at the mercy of all 
marketing agencies, from the New York street sales to other farmer-dealers. If 
the crop is good, as it was in 1953, 1954, 1955, 1956, it means a space shortage, 
which ultimately ends in cheap onions, as the actual figures will bear out. This 
takes place during July, August, and September, when the board has no open 
commitments for those months. The big buyers who buy cheap onions buy them 
to speculate on price increases, as can be seen by the fact that, in 1956, Biba 
onions were bought at $1 per 100 pounds and brought into other areas to be 
stored. The $1 onions costs the speculators $1.90, between cartage and bags, 
and 10 cents for breakage, or a total of $2 per 100 pounds of onions brought into 
Orange County. This speculative practice goes on in all States, and can be 
done only by people with money. 

Now let us take the case of the small farmer, of which we have 700 in Orange 
County. Without using the exchange, he can’t sell when he wants, and neither 
can he sell at the price that he wants. He is forced to sell when he can, as he 
ean, without any control whatsoever over the price. The board is the only sure 
weapon that he has which enables him to have any control over the price. Here 
he can sell when the price seems right to him, and deliver at his discretion, 
which is something he can’t do in any other market. Why doesn’t he do it? 
For the same reason that most of them are opposed to the board—he doesn’t 
understand how the exchange operates, and the people in each area who do 
understand its operation are usually shady characters; therefore, the farmers 
associate shady practices with the board 100 percent. Who is to blame for this 
deplorable condition? Most of the blame belongs to the exchange, who never 
took the trouble to educate the average farmer how to hedge his onion crop 
correctly. Unlike the New York Stock Exchange, which has educated the 
average wage earner, and thereby profited by his acquisition of shares of stock 
from the big board, the futures market today is clearly understood by 2 percent 
of the farmers of Orange County as compared to 50 percent of the public in 
the United States understanding the big board and at the same time calling 
themselves average wage earners. 

There have been many deals tried on the onion futures, and some with suecess, 
but only because of one factor: the ignorance of the onion farmer who does not 
understand his power and who is the ultimate factor that has to b> contended 
with. 

If the onion farms throughout the United States cooperated for the betterment 
of the onion industry, the board itself would by necessity have to fall in line 
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consistently. If the abolition of the board would solve the problems of the 
onion industry, I would be the first to sign, but I cannot see where its abolition 
would be anything but a detriment to the onion industry. On the other hand, 
intelligent legislation in its government would be a great asset to the onion 
industry. 

In this respect I wish to show your committee what I am driving at by offer- 
ing a concrete example. The futures trading is made to help farmers to pro- 
tect his sale price by hedging part of his crop. If the price of onions goes above 
his hedge, he will be a very happy man, because he sold a part of his crop at a 
fair price and can now sell the rest for an even better one. That is what would 
happen under normal conditions with normal farmers. At this time a group of 
“sharp” farmers have come into the picture who don’t hedge part of their crop, 
but rather 100 percent, or in many cases better than 100 percent, of their crop. 
These people can now do very well if the price goes down and, as many of them 
found out, with disorganized farmers, it is very much easier to help drive it 
down than to push it up, the reason being that a farmer or hedge operator can 
sell short as many cars as he has onions, but a long can only buy 100 ears. 
This means one big short has the power of at least five big longs, causing a very 
unhealthy situation, as we had in 1956; therefore, the onion futures, as it was 
set up years ago to protect the farmer, is actually hurting him during some 
periods when governing factors are forcing the prices down and, by governing 
factors, I mean anyone hurting the price, including chainstores, who exercise a 
tremendous amount of power today. 

I think if the exchange and the agricultural committee made every effort to 
improve the exchange, we would have a great asset to the onion industry, but, 
even as it stands today, it is the only place where any farmer can sell his onions 
at his price and at his time. One great help to the exchange would be an ad- 
visory committee made up of the most intelligent dirt farmers in the various 
onion areas. 

Again I wish to state that the abolition of the exchange by the opinion of 
farmers who don’t understand it would be a great mistake at this date. 

Sincerely, 
ANTHONY J. LAScALA, 


JOHN E. CotemMAn, ING., 
Chicago, Ill., May 9, 1957. 
Hon. Grorce M. GRANT, 
Chairman, Domestic Marketing Subcommittee, 
House Agriculture Committee, Washington, D.C. 

Drak Str: We have been vitally interested in the hearings on the bills to pro- 
hibit futures trading in onions. Quite naturally, we are directly opposed to the 
views of the group who have sponsored these bills. 

During the last few years we have handled considerable hedging on the Chicago 
Mercantile Exchange for growers of onions in various parts of the country. 
Their use of the futures market has been consistently beneficial and profitable in 
their farming. Some are members of the National Onion Association, and have 
stated that they are opposed to the stand taken by that organization. 

We are listing below the names and addresses of onion growers who have 
hedged a part of their crop through us: 


A. & M. Ruderman Farms, Huntertown, Ind. 
Melford Bates, Prattsburg, N. Y. 

Arthur Bidwell, Prattsburg, N. Y. 

Lawrence Bourdo, Route 1, Shelbyville, Mich. 
John Boysen, Route 1, Pine River, Poy Sippi, Wis. 
Kirk Carpenter, Prattsburg, N. Y. 

Harry and Carolyn Collier, Route 1, Doster, Mich. 
Wilson Damboise, Prattsburg, N. Y. 

Sam De Salvo, Bath, N. Y. 

Otis Davis, Prattsburg, N. Y. 

Robert Drew, Route 3, Fenville, Mich. 

farmland Enterprises, Inc., Prattsburg, N. Y. 
Wesley and Marion Hansche, 3301 Rosalind, Racine, Wis. 
Jasperson Bros., Union Grove, Wis. 

Joseph Kremis, Box 392, Route 4, Kenosha, Wis. 
Lopez Bros., Savannah, N. Y. 

James Mandolia, Prattsburg, N. Y 
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Markman Produce Co., Des Moines, Iowa 

Musso Bros., Muck Farms, Prattsburg, N. Y. 

Piowaty Fruit Co., 1425 South Racine Avenue, Chicago, Ill. 

William Scholtens, Route 3, Grant, Mich. 

Leroy Sibberson, Route 1, !)oster, Mich. 

Roy Simmons, 300 West First Street, Oswego, N. Y. 

Vanderveen Farms, Delavan, Wis. 

Jay Walters, Auroville, Wis. 

Walton Farms, Inc., 102 Main Street, Manchester, Mich. 

Charles Wetegrove, Box 812, Raymondsville, Tex. 

Yours very truly, 

JOHN E. CoLeMAN, INC., 
JOHN E. COLEMAN. 


RIVERSIDE TRUCK FARM, 
East Grand Forks, Minn., June 8, 1957. 
Hon. Haroip D. Cooley, 
Chairman, House Agriculture Committee, 
House Office Building, Washington, D.C. 

Dear Simm: I should like to go on record as being in favor of continuing 
futures trading in onions. 

I have been raising onions for more than 30 years, and am an experienced, if 
not a big, grower of that crop. By present standards I am a small grower, 
raising between 18 and 20 acres of onions on the average each year. Neverthe- 
less, I would have been out of business by now if it were not for the fact that 
during the past 6 years I have sold onions for future delivery on the board of 
trade. There have been years when I might have received a higher price on 
the cash market for part of my crop, but that has been balanced by years when 
I would have made a lot less, lost a good deal, in fact. 

I have made no large sums, mind you, but I have managed to make expenses 
and show a small profit. By selling 2 or 3 cars of onions for future delivery at 
a time when the market is up, I assure myself of getting my expenses back, 
and take my chances on the cash market with the rest of my crop. I do not 
consider this gambling, any more than I consider it a gamble when I invest a 
sizable sum in seed and labor for raising and harvesting a crop of onions. 
Rather, I consider selling part of my onions for future delivery as a form of 
crop insurance, just like the two or three hundred dollars I invest each year 
in hail insurance which, to date, has brought me no return whatever. 

I think Congress would be discriminating against the onion farmer by re- 
stricting onion futures trading, because grain farmers, who are already favored 
with price supports, have the privilege of selling for future delivery, and it is 
my understanding that many of them do so. The onion farmer has no support, 
and can take little or no advantage of the soil bank if he farms a small acreage. 
Actually, he is the forgotten man, so far as Congress is concerned. 

So, why remove the sole semblance of support and crop insurance that we 
have? 

Yours truly, 
ELMER HEDSTRAND 


(Whereupon, at 5 p. m., the subcommittee adjourned. ) 
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